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PUBLIC  ACCOUNTS  COMMITTEE 


TREASURY  BRANCHES 


THURSDAY,  MARCH  25th,  1943 
(Chairman — Dr.  Robinson) 

CHAIRMAN:  Members  of  the  committee  will  please  come  to  order.  The  com¬ 
mittee  was  called  this  morning  to  discuss  and  investigate  Treasury  Branches.  When 
we  adjourned  on  Friday,  you  asked  that  Mr.  Byrne  be  our  first  witness,  so  I  will 
call  on  Mr.  Byrne. 

(Oath  administered  to  Mr.  Byrne.) 

CHAIRMAN:  I  might  just  say  a  word  before  you  start  your  investigation  this 
morning.  In  view  of  what  happened  in  the  investigation  into  printing  contracts,  we 
will  not  make  any  speeches.  We  will  confine  our  examination  to  questioning  of 
the  witnesses. 

MR.  MAHAFFY:  What  position  do  you  hold  with  the  government  of  the  province 
of  Alberta? 

MR.  BYRNE:  I  think  the  description  is  Technical  Advisor  to  the  Social  Credit 
Board. 

Q.  How  long  have  you  held  that  position? 

A.  Since  November,  1937. 

Q.  What  is  your  salary? 

A.  $6,000  a  year. 

Q.  Now,  you  have  held  that  position  since  November,  1937.  When  did  you  first 
come  to  the  province  of  Alberta? 

A.  In  1937,  I  think  it  was  the  month  of  July. 

Q.  How  did  you  happen  to  come  here? 

A.  I  came  here  at  the  request  of  Major  Douglas. 

Q.  Of  London,  England? 

A.  Major  C.  H.  Douglas,  of  London,  England. 

Q.  You  say  you  came  at  his  request.  Just  tell  us  a  little  more  about  that. 

A.  I  can  only  give  you  my  understanding  of  the  facts.  Mr.  G.  L.  MacLachlan, 
Chairman  of  the  Social  Credit  Board,  saw  Major  Douglas,  and  as  a  result  of 
that  Major  Douglas  suggested  that  two  men  whom  he  would  recommend  should 
come  to  the  province  and  look  over  the  situation  and  report. 

Q.  To  whom? 

A.  To  Major  Douglas. 

Q.  And  who  was  the  other  man  he  selected? 

A.  Mr.  G.  F.  Powell. 

Q.  Did  you  and  Mr.  Powell  come  over  together? 

A.  He  preceded  me  by  about  a  week.  I  could  not  make  arrangements  with  my  firm 
to  go  over  at  the  same  time. 

Q.  So  you  both  arrived  in  the  summer  of  1937? 

A.  Yes. 

Q.  Now,  Mr.  Byrne,  just  so  that  we  will  be  in  a  position  to  judge  of  your  evidence 
which  we  anticipate  you  will  be  giving  us,  will  you  please  give  us  I  don  t  want 
you  to  be  too  modest  about  it — your  background  and  educational  qualifications 
and  so  on  and  so  forth  prior  to  coming  to  Alberta? 

A.  I  would  like  to  know  specifically  what  information  you  wanted  on  that. 

Q.  What  I  am  getting  at  is,  you  are  going  to  give  us  some  expert  information  with 
respect  to  certain  matters.  Naturally  the  weight  of  your  evidence  is  to  some 
extent  governed  by  your  experience  and  qualifications,  and  I  would  like  to  know 
what  education  you  had? 
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A.  I  was  educated  at  Bedford  School  and  the  war  was  still  on  at  the  time,  and  then 
I  went  to  H.M.S.  Worcester  and  from  there  I  went  to  the  navy,  and  after  that  I 
went  to  sea,  and  following  that  I  gave  up  the  sea  as  a  career  and  went  into  life 
insurance. 

Q.  How  long  were  you  engaged  in  this  work? 

A.  From  1922  until  the  time  I  took  this  appointment. 

Q.  Were  you  during  all  that  period,  1922  to  1937,  employed  by  the  same  company? 

A.  No.  For  about  three  months,  immediately  I  left  the  sea,  I  took  a  temporary 
position  with  the  Canada  Life,  and  then  I  got  my  position  with  the  company  I 
was  employed  with  before  I  came  out  here,  the  Clerical,  Medical  and  General 
Life  Assurance  Company,  before  I  came  out  here.  I  was  employed  by  them  from 
1923  until  the  time  I  came  out  here. 

Q.  What  type  of  work  were  you  doing  for  them? 

A.  Before  I  came  out  here  I  was  in  Birmingham  as  branch  manager  which  entailed 
looking  after  five  counties. 

Q.  That  was  in  the  sales  department? 

A.  I  had  to  manage  the  whole  branch. 

Q.  The  branch  work — would  it  be  fair  to  say  it  would  be  the  sales  branch? 

A.  It  involved  the  supervision  of  agents,  supervision  of  the  office,  the  referring  of 
cases  to  medical  examination,  dealing  with  correspondence — all  sides. 

Q.  Yes.  You,  I  suppose,  would  not  have  anything  to  do  with  the  actuarial  end 
of  the  business? 

A.  None  whatever. 

Q.  Did  you  have  anything  to  do  with  the  drawing  up  of  the  insurance  contracts? 

A.  No. 

Q.  Did  this  company  sell  anything  other  than  life  insurance? 

A.  No. 

Q.  Have  you  had  any  experience  in  fire  insurance? 

A.  They  had  an  associated  office,  the  Employers’  Liability,  and  if  enquiries  for  fire 
insurance  or  sickness  insurance  or  other  types  of  insurance  came  in,  I  had  a  bit 
of  experience  in  their  head  office,  and  would  handle  this,  passing  on  the  business 
to  their  office. 

Q.  You  would  take  the  applications  in  and  pass  them  over  to  the  other  office? 

A.  Yes. 

Q.  What  about  other  lines  of  liability  insurance? 

A.  Such  as  third  party  and  workmen’s  compensation? 

Q.  For  example,  liability  for  accidents,  automobile  accidents,  that  type  of  thing? 
Did  you  have  anything  to  do  with  that? 

A.  Only  to  the  extent  I  have  indicated. 

Q.  What  was  the  size  of  your  staff  in  Birmingham? 

A.  I  had  an  inspector  and  a  staff  of  three  in  the  office.  There  were  about,  I  suppose, 
between  350  to  450  agents. 

A.  These  would  be  similar  to  this  country,  an  agent  would  be  a  full  time  agent  for 
the  company? 

A.  The  whole  system  over  there  is  different.  They  would  be  bank  managers, 
chartered  accountants,  solicitors,  and  so  on. 

Q.  Anybody  authorized  to  write  insurance  you  would  consider  an  agent? 

A.  You  don’t  need  authority  in  England.  Anyone  the  company  would  accept. 

Q.  Anyone  accepted  by  your  company  to  write  insurance  would  be  considered  an 
agent? 

A.  Yes. 

Q.  What  education  did  you  have  in  the  field  of  economics? 

A.  Only  what  I  learned  myself.  About  1924  I  first  became  interested  in  economics, 
and  I  made  a  pretty  close  study  of  it  for  a  period  of,  I  suppose,  three  years,  before 
I  was  finally  convinced  and  crystallized  my  ideas.  After  that  it  was  purely  a 
question  of  experience. 

Q.  Your  ideas  were  crystallized  about  127? 

A.  Yes,  pretty  well. 

Q.  Would  you  say  this — have  you  since  that  time  adhered  to  the  crystallized  ideas 
you  formed  in  1927? 

A.  In  regard  to  fundamental  principles,  yes. 
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Q.  When  did  you  first  meet  Major  Douglas. 

A.  I  would  say  that  would  be  about  1929  or  1930. 

Q.  Were  you  associated  with  him  to  some  extent  after  that? 

A.  Yes,  for  the  three  or  four  years  before  I  came  out  here  I  was  quite  closly 
associated  with  him. 

Q.  Where  was  his  residence? 

A.  He  had  two  residences.  He  had  a  town  residence  at  8  Figtree  Court,  London, 
Temple  London,  and  then  he  had  a  residence  near  Southampton. 

Q.  You,  during  this  period,  were  residing  at  Birmingham? 

A.  Southampton. 

Q.  And  it  was  there,  I  suppose,  you  became  acquainted  with  Douglas? 

A.  No,  I  met  him  in  London. 

Q.  And  you  strengthened  your  acquaintance  in  Southampton? 

A.  Yes,  that  would  be  correct. 

Q.  When  you  met  Douglas  in  1929  and  subsequently  had  discussions  with  him,  did 
you  find  that  your  economic  ideas  were  the  same  as  his,  or  did  you  have  any 
cause  to  change  yours? 

A.  No,  substantially  I  think  by  that  time  my  ideas  had  crystallized  in  regard  to 
fundamental  principles. 

Q.  Would  it  be  fair  to  say  that  as  a  result  of  your  association  with  him  you  became 
a  supporter  of  his  theories? 

A.  I  had  already  formed  a  very  definite  opinion  that  the  ideas  were  correct  before 
I  met  him. 

Q.  Do  you  subscribe  now  to  all  of  his  theories? 

A.  Yes.  I  would  like  to  qualify  that  by  saying  in  regard  to  fundamental  principles 
and  technique. 

Q.  In  what  respect  do  you  differ  from  him? 

A.  He  may  have  ideas  on  horticulture  and  boat  racing  and  other  things. 

Q.  I  see.  His  economic  theories  you  do  subscribe  to,  one  hundred  per  cent? 

A.  Yes. 

Q.  Now,  you  told  me  a  few  moments  ago  that  at  the  request  of  Major  Douglas  you 
and  Mr.  Powell  came  to  Alberta  to  look  over  the  situation  and  report. 

A.  That  is  correct. 

Q.  Now  I  suppose  you  did  come  and  look  over  the  situation? 

A.  Yes. 

Q.  Did  you  make  your  report? 

A.  Yes. 

Q.  When  did  you  make  that  report? 

A.  I  would  say  that  was  following  several  cables  that  we  sent  him.  I  personally 
made  my  report  when  I  returned. 

Q.  When  was  that? 

A.  That  was  in  September  of  1937. 

Q.  And  you  reported  to  him  in  person? 

A.  Yes.  We  had  of  course  reported  the  situation  by  cable. 

Q.  What  did  you  report  to  him? 

A.  That,  Mr.  Chairman,  I  don’t  think  I  should  be  called  upon  to  answer,  because 
reports  of  a  confidential  nature,  whoever  I  make  them  to,  I  treat  as  confidential. 

Q.  When  did  your  employment  with  the  province  of  Alberta  start? 

A.  November. 

Q.  As  technical  advisor  to  the  social  credit  board,  have  you  made  any  reports  since 
then  to  him? 

A.  Only  in  an  informal  way.  Just  letting  him  know  what  the  situation  is  and  how 
it  is  developing. 

Q.  Have  you  copies  of  these  reports  and  will  you  produce  them  for  us? 

A.  I  suggest  that  is  confidential  correspondence. 

Q.  Were  you  not  writing  these  as  an  employee  of  the  province  of  Alberta? 

A.  No. 

Q.  Have  you  made  any  such  reports  to  Major  Douglas  as  Social  Ciedit  advisor? 

A.  Not  in  my  capacity.  I  have  made  them  to  him  because  I  know  he  is  intensely 
interested  in  the  situation  here. 

Q.  Have  you  received  any  instructions  from  him  since  Novembei,  1339: 
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A.  No.  He  is  not  in  the  habit  of  issuing  instructions. 

Q.  Have  you  received  any  advice  from  him? 

A.  Yes. 

Q.  Have  yau  acted  on  his  advice? 

A.  Yes. 

Q.  Have  you  copies  of  this? 

A.  Yes,  but  this  is  purely  a  matter  between  Major  Douglas  and  myself. 

Q.  Mr.  Byrne  is  Social  Credit  Advisor  to  the  Province  of  Alberta.  He  has  been 
taking  advice  from  Major  Douglas  in  London.  He  has  been  acting  on  that 
advice.  The  advice  he  has  been  getting  has  been  going  into  the  economic  life  of 
the  province  of  Alberta.  Mr.  Byrne  is  an  employee  of  th  province.  I  submit 
these  reports  should  be  available  to  the  members  of  the  legislature. 

A.  I  would  like  to  point  out  it  is  purely  a  question  of  responsibility.  Who  has  to 
take  the  responsibility  for  any  recommendation  I  make?  I  take  the  full  re¬ 
sponsibility  for  that,  and  it  is  up  to  me  whether  I  accept  or  reject  advice  or 
suggestions  or  anything  else.  I  would  like  to  have  the  Chairman’s  ruling  on 
that  point. 

MR.  MAYNARD:  I  am  surprised  that  a  member  of  the  Alberta  Bar  would  raise 
such  a  point  at  all.  He  knows  full  well  what  the  position  is  between  solicitor  and 
client,  and  although  Major  Douglas  is  not  a  solicitor  in  the  technical  meaning,  yet 
the  relationship  that  exists  between  Mr.  Byrne  and  Major  Douglas  is  just  as  close 
a  one  as  you  will  find  between  solicitor  and  client  in  this  province.  I  personally  do 
not  want  to  take  the  responsibility  of  recommending  to  this  committee  that  anything 
that  has  transpired  between  Major  Douglas  and  Mr.  Byrne  should  be  available  to 
this  committee.  I  feel  that  if  the  committee  is  not  satisfied  with  anything  he  wants 
to  tell  us,  it  has  the  right  to  censor  Mr.  Byrne. 

MR.  TAYLOR:  I  take  it  this  correspondence  between  Mr.  Byrne  and  Major 
Douglas  is  carried  on  more  or  less  in  a  personal  nature.  What  right  have  we  to 
delve  into  letters  he  write  to  anyone?  We  might  ask  for  those  he  writes  to  a 
sister  or  brother. 

MR.  MAHAFFY:  First  of  all,  in  respect  to  what  Mr.  Maynard  has  said,  I  was 
interested  to  hear  him  describe  the  relationship  as  that  of  solicitor  and  client. 

MR.  MAYNARD:  I  said  it  was  not  the  same  relationship.  I  object  to  him  putting 
words  in  my  mouth  I  never  used. 

MR.  MAHAFFY:  He  then  said  the  situation  is  similar.  In  the  first  place  I  have 
been  told  in  this  committee  before  that  I  am  not  appearing  here  and  don’t  intend 
to  be  as  if  I  am  in  court.  I  don’t  think  we  can  go  by  those  rules  at  all.  My  second 
point  is  that  Mr.  Maynard  likens  the  relationship  between  Major  Douglas  and  Mr. 
Byrne  as  that  of  solicitor  and  client.  If  Mr.  Byrne  is  only  in  the  position  of  a 
mouthpiece  for  Major  Douglas  as  his  solicitor,  I  think  we  should  know  the  informa¬ 
tion  that  comes  from  headquarters.  I  think  it  is  useful  to  us.  I  am  not  suggesting 
for  a  minute  that  we  should  ask  or  even  suggest  that  personal  correspondence  of 
any  person  should  be  produced  here,  but  I  do  say  that  when  Mr.  Byrne  has  said,  as 
he  did,  that  this  correspondence  has  been  received  from  Major  Douglas  and  has 
been  acted  upon  by  Mr.  Byrne  in  his  capacity  as  an  employee  of  this  government, 
then  surely,  Mr.  Chairman,  we  should  have  that  correspondence. 

MR.  HARTLEY:  Major  Douglas  is  no  longer  in  the  employ  of  this  province.  I 
don’t  see  the  point  in  mentioning  him  in  any  way  whatsoever.  If  Mr.  Byrne  wishes 
to  correspond  with  him,  that  is  his  affair,  but  as  far  as  treasury  branches  are  con¬ 
cerned,  we  are  investigating  them. 

MR.  MACDONALD:  The  witness  has  qualified  himself  as  an  expert. 

MR.  BYRNE:  I  have  not  at  any  time  described  myself  or  my  implication  sug¬ 
gested  I  am  an  expert. 

MR.  MACDONALD:  As  I  understand,  the  witness  is  giving  information,  and  in 
order  to  test  the  evidence  he  is  giving  it  is  quite  customary  to  go  back  to  the 
source  to  find  out.  If  you  were  doing  a  scientific  experiment  you  would  go  back 
in  the  realm  of  science  to  prove  a  certain  point.  As  I  understand  the  questions 
being  asked,  you  have  received  certain  information  from  Major  Douglas.  What 
information  have  you  received  and  have  you  acted  on  it? 
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MR.  MAYNARD:  I  am  not  going  to  let  Mr.  Macdonald  ask  this  when  we  are 
discussing  a  point  of  order.  He  has  no  right  to  question  the  witness  when  we 
are  discussing  this. 

MR.  FALLOW:  The  witness  has  already  said  very  definitely  that  any  advice  he 
gives  to  this  government  is  purely  his  own  responsibility,  so  what  private  corres¬ 
pondence  he  has  with  anybody  in  connection  with  that  is  none  of  our  business. 

MR.  ANSLEY:  That  is  the  very  point  I  was  going  to  make. 

MR.  MAYNARD:  Yesterday  before  the  agricultural  committee  we  had  lawyers 
appearing  on  behalf  of  different  interests.  These  lawyers  were  giving  evidence  on 
behalf  of  different  interests.  No  one  suggests  that  we  should  go  beyond  that  and 
ascertain  what  instructions  had  been  received,  and  so  on.  I  suggest  that  that  was  a 
far  stronger  case  than  what  we  had  today.  Those  people  had  specific  instructions  on 
specific  points.  This  man  had  no  right  to  divulge  this  in  this  committee.  It  involves 
his  personal  relationship.  If  I  were  to  introduce  legislation  on  the  floor  of  the  house, 
I  could  be  asked  by  Mr.  Mahaffy  or  anybody  else  who  had  originated  that  legislation. 
I  could  divulge  the  information  or  withhold  it,  but  I  personally  would  be  responsible 
for  that  legislation  before  the  house.  I  would  have  to  account  to  the  house  for  that 
legislation,  not  the  person  who  suggested  it  to  me,  nor  the  person  who  recom¬ 
mended  it  to  me,  not  the  person  who  drafted  it.  Mr.  Byrne  is  responsible  to  the 
government  of  the  Province  of  Alberta  for  his  actions.  What  inspires  his  actions, 
who  inspires  the  advice  he  gives  is  no  concern  of  ours  as  long  as  we  hold  him  re¬ 
sponsible  and  we  are  going  to  hold  him  responsible  for  any  advice  he  gives  .or  any 
recommendations  he  makes. 

MR.  HARTLEY:  One  point  there— is  Mr.  Byrne  responsible  to  the  minister  under 
whom  he  serves,  or  the  minister  and  the  legislature? 

MR.  ANSLEY:  I  think  that  is  a  little  beside  the  point. 

MR.  MAYNARD:  If  he  is  responsible  to  the  minister,  he  is  responsible  to  the 
legislature  through  the  minister. 

CHAIRMAN:  Any  further  discussion  on  the  point  of  order?  There  is  one  ques¬ 
tion  in  my  mind  I  would  like  answered.  Is  this  correspondence  between  you  and 
Major  Douglas  carried  on  during  your  official  hours  of  employment  with  the 
government  between  nine  and  five  or  it  is  in  your  home?  Is  it  entirely  personal? 
MR.  BYRNE:  It  is  from  my  home  to  Major  Douglas  as  between  two  friends. 
CHAIRMAN:  My  ruling  would  be  that  the  correspondence  is  entirely  of  a  private 
nature,  and  it  is  not  necessary  to  bring  it  before  this  committee. 

MR.  BYRNE:  To  enlarge  on  that  point,  if  it  was  a  question  of  getting  any  official 
advice  or  suggestions  or  anything  like  that  from  him  that  letter  would  be  written, 
not  by  me,  but  by  the  chairman  of  the  social  credit  board. 

MR.  MAHAFFY:  Now,  Mr.  Byrne,  you  told  us  you  had  gone  back  to  the  Old 
Country  after  your  first  visit  to  Alberta  and  reported  to  Major  Douglas.  While  you 
were  here  did  you  make  any  study  of  the  Alberta  constitution? 

A.  Yes. 

Q.  Who  did  you  discuss  that  with?  I  am  not  particularly  interested  in  names.  Did 
you  discuss  it  with  members  of  the  staff  of  the  Attorney-General’s  Department 

here? 

A.  Yes,  members  of  the  Attorney-General  s  Department. 

Q.  Did  you  discuss  it  with  the  then  Attorney-General,  Mr.  Hugill? 

A.  I  cannot  recollect  that  I  did. 

Q.  Surely  you  would  remember  whether  or  not  you  discussed  the  situation  with  the 

Attorney-General  of  the  province? 

A.  I  have  no  recollection  of  discussing  it  with  Mr.  Hugill. 

Q.  Would  you  say  you  did  not  discuss  it  with  him? 

A.  I  would  not  like  to  be  so  definite.  He  may  have  been  present  at  the  discussions, 
but  I  have  no  recollection  of  discussing  it  with  him. 

Q.  Whom  did  you  have  them  with? 

A.  With  members  of  the  Attorney-General’s  Department,  and  I  think  that  the 

discussions  also  arose  with  members  of  the  government. 

Q.  Now,  what  members  of  the  Attorney-General’s  Department  did  you  discuss  the 

situation  with? 
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A.  I  have  had  so  many  discussions  there  that  I  would  not  like  to  say  definitely  who 
I  have  discussed  it  with. 

A.  I  am  just  discussing  the  period  of  three  or  four  months  when  you  were  here  in 
the  summer  of  1937? 

A.  That  is  the  period  I  am  referring  to. 

MR.  JAMES:  Mr.  Mahaffy  said  a  minute  or  so  ago  he  was  not  interested  in  the 
names  of  the  people. 

CHAIRMAN:  He  has  changed  his  mind  on  that  point. 

MR.  MAHAFFY:  You  say  you  cannot  remember  the  persons  with  whom  you 
discussed  it? 

MR.  BYRNE:  There  have  been  so  many  discussions  on  the  different  angles  of 
the  legal  and  constitutional  aspect.  I  don’t  pretend  to  be  a  lawyer  or  constitutional 
authority  or  have  any  opinion  on  that  sort  of  thing. 

Q.  Let’s  come  to  your  conclusions.  You  will  remember  this.  Did  you  conclude, 

as  a  result  of  your  visit  here  in  the  summer  of  1937,  that  your  fundamental 

ideas  with  respect  to  social  credit  could  be  given  application  in  the  province  of 
Alberta? 

A.  In  a  modified  form,  yes. 

Q.  What  would  that  modified  form  be? 

A.  Naturally  the  extent  of  the  benefits  which  would  accrue  from  the  province  of 
Alberta  would  not  be  so  great  as  the  extent  of  the  benefits  which  would  accrue 
if  you  had  the  economic  system  reformed  on  a  national  basis. 

Q.  Now  then.  You  reported  to  Major  Douglas  when  you  went  back.  What  were 

your  actual  conclusions  at  that  time  as  to  what  you  could  do  in  the  province  of 

Alberta?  I  would  like  to  know  exactly  what  you  concluded  could  be  done. 

A.  Along  that  point,  is  it  your  wish  that  I  should  review  the  whole  situation  and 
the  principals  involved  and  the  background? 

Q.  That  is  right. 

A.  That  is  going  to  be  pretty  lengthy. 

Q.  I  will  sit  down. 

A.  I  made  a  few  notes,  because  I  anticipated  something  like  that  might  be  required. 
I  wish  to  deal  with  this  thoroughly  because  you  have  to  go  back  to  first  prin¬ 
ciples  and  test  the  soundness  of  the  principle  upon  which  the  contentions  are 
based. 

COMMITTEE:  Agreed. 

MR.  BYRNE:  Now,  in  the  first  place,  you  have  got  to  get  down  to  what  we  mean 
by  the  province  of  Alberta  as  a  community  I  suggest  that  the  sound  conception  is  of 
a  number  of  individuals  who  are  associating  for  the  purpose  of  getting  benefits 
which  they  could  not  obtain  in  any  other  way.  That  is  going  to  take  us  right  down 
to  the  very  basis  of  the  principles  governing  social  organization.  As  I  said,  it  is 
necessary  to  get  right  down  to  first  principles. 

I  suggest,  and  it  is  my  contention,  that  the  whole  purpose  of  organized  community 
life  is  to  enable  the  individuals  comprising  the  community  in  association  to  gain  the 
results  they  want  from  ther  co-operation.  That  belief  that  individuals  in  association 
can  get  what  they  want  governs  any  association  of  individuals  today.  And  I 
suggest  that  that  is  the  very  basis  of  organized  society,  and  of  civilization,  that  the 
first  organized  community  was  brought  together  under  the  impulse  of  that  belief 
and  society  has  developed  accordingly. 

The  impulse  arising  from  this  belief  is  what  we  term  the  credit  of  society,  which 
in  recent  yeaers  has  become  known  as  “social  credit’’,  and  the  extent  to  which  this 
community  realizes  its  belief  and  its  individual  members  do  in  effect  gain  the  benefits 
they  want  from  their  association  determines  how  that  community  is  going  to 
progress. 

To  the  extent  they  get  the  results  the  community  is  going  to  be  contented  and 
will  prosper.  To  the  extent  they  fail  to  get  them,  it  will  be  torn  by  discord  and 
there  will  be  a  tendency  towards  disintegration.  We  have  a  first-class  example  of 
that  in  the  world  today. 

The  ability  of  the  individual  members  of  the  community  as  a  whole  to  get  the 
results  they  want  from  their  association  depends  on  their  ability  to  provide  them- 

8 


selves  with  goods  and  services.  And  that  in  turn  depends  upon,  in  the  first  place, 
the  natural  resources  at  their  disposal,  and  in  the  second  place  on  the  knowledge 
of  how  to  convert  those  natural  resources  from  raw  and  useless  forms  into  the 
goods  and  services  which  they  want,  and  in  the  third  place  on  the  eneregy  at  their 
disposal,  that  is  to  say  whether  they  are  limited  by  human  energy  or  whether  that 
is  going  to  be  supplemented  by  the  energy  of  animals  or  whether  it  will  be  still 
further  supplemented  by  solar  energy,  in  coal,  oil  and  so  forth,  and  finally  it  depends 
upon  the  efficiency  and  efficacy  of  the  organization.  Social  life  is  primarily  a 
matter  of  organization. 

That  is  such  an  important  aspect  of  the  question  that  I  think  we  have  to  cover 
that  ground  thoroughly  because  otherwise  we  will  never  get  an  understanding  of 
the  basis  upon  which  treasury  branches  were  established.  There  is  only  one  form 
of  social  organization  which  will  enable  people  to  get  the  results  they  want  from 
their  association,  or  realize  their  credit  in  association,  and  that  is  democracy,  at  least 
that  is  the  label  we  have  now  attached  to  that  form  of  society. 

The  essential  features  of  a  democracy  are  these:  in  the  first  place  the  individual 
members  of  a  community  collectively  must  be  the  supreme  authority,  otherwise  they 
will  not  be  able  to  assert  their  wishes,  state  what  results  they  want  from  their 
association  and  be  able  to  insist  on  getting  them.  That  means  the  people  must  be 
the  supreme  authority,  and  I  would  like  to  interject  here  that  you  cannot  have 
authority  without  corresponding  responsibility.  Therefore  they  must  also  assume 
supreme  responsibility. 

The  second  point  is  that  as  the  supreme  authority,  the  people  must  be  able  to 
state  in  definite  and  coherent  form  what  results  they  want  from  their  association 
as  a  community,  and  the  third  point  is  that  they  must  be  able  to  enforce  obedience 
to  their  wishes.  Authority  without  the  means  of  enforcing  it  simply  is  non-existent. 

There  are  one  or  two  factors  I  will  touch  upon  lightly.  A  very  clear  distinction 
has  to  be  made  between  the  spheres  of  policy  and  administration.  In  your  democracy 
and  that  would  apply  to  a  primitive  community  as  well,  the  people  are  concerned 
only  with  policy,  that  is  with  the  specification  of  the  results  they  want,  involving  a 
certain  course  of  action.  Administration,  or  the  question  of  advising  and  applying 
methods  for  attaining  those  results,  is  not  a  matter  upon  which  the  people  as  a  whole 
could  give  anything  like  a  proper  decision,  because  it  involves  highly  technical 
knowledge  as  a  rule  in  practically  every  sphere  of  your  community  life,  and  it  is 
always  the  few  and  not  the  many  that  have  that  knowledge.  Also  in  question  of 
administration,  responsibility  is  the  very  essence  of  it.  If  you  say  to  a  man,  we 
want  you  to  do  that  job  and  get  those  results,  and  you  give  him  complete  authority 
and  the  administrative  responsibility  that  goes  with  it,  then  he  should  be  held 
responsible  for  producing  those  results  and  left  to  devise  the  best  methods  of  attaining 
them.  If  you  tell  him  how  he  is  to  do  the  job,  he  can  turn  around  and  say  you 
cannot  hold  me  responsible  because  you  told  me  how  to  do  it.  If  you  had  left  it  io 
me  everything  would  have  been  all  right.  The  question  of  responsibility  for  its 
function  is  the  fundamental  of  administration. 

Another  clear  differentiation  we  have  to  keep  in  mind  is  that  there  are  two 
distinct  spheres  of  social  life  with  which  we  are  concerned  in  social  organization; 
the  governmental  sphere  or  political  sphere  and  the  economic  sphere,  which  has  <*o 
do  with  the  satisfaction  of  the  material  wants  of  the  people.  The  purpose  of  your 
governmental  sphere  is  to  make  results  or  laws  in  accordance  with  the  will  of  the 
people,  which  will  govern  the  relationship  of  the  individuals  in  the  community  and 
the  relationship  of  that  community  with  others.  The  pui  pose  of  the  economic 
gyg^0j^  jg  'to  deliver  goods  and  services  as,  when  and  where  iequiiv-d  by  the  in¬ 
dividual  members  of  your  community.  It  is  important  to  beai  that  in  mind  too.  A 
democracy  entails  both  political  and  economic  demociacy.  The  people  must  be 
sovereign  in  both  spheres,  they  must  be  able  to  state  in  a  coherent  manner  the  results 
they  want  and  be  able  to  obtain  those  results. 

That  would  seem  a  comparatively  simple  business  if  we  had  a  primitive  community 
of  three  or  four  hundred  people  who  could  come  to  those  decisions,  but  today  we 
have  a  highly  complex  social  structure,  covering  very  wide  areas  with  scattered 
populations.  It  is  complex  to  organize  that,  but  through  time  we  have  evolved  the 
means  by  which  this  can  be  done.  That  is  quite  an  ingenious  invention,  a  voting 
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mechanism  by  means  of  which  the  individual  is  able  to  state  that  is  what  I  want  and 
the  people  collectively  should  be  able  to  enforce  obedience  to  their  demands. 

I  will  not  go  into  the  political  voting  mechanism,  because  that  is  not  relevant  to 
the  matter  under  discussion. 

There  is  also  an  economic  voting  mechanism  and  that  is  the  monetary  system. 
It  is  primarily  an  economic  voting  mechanism.  When  an  individual  goes  into  a 
store  with  $5.00  and  puts  it  on  the  counter  and  says,  I  want  a  pair  of  brown  shoes 
made  by  the  Smith  Shoe  Company,  he  is  demanding  the  result  he  wants  from  rhe 
economic  system.  Next  he  is  voting  for  the  production  of  browm  shoes,  and  next 
for  the  production  of  brown  shoes  by  the  Smith  Shoe  Company.  He  is  expressing 
confidence  in  that  company. 

Those  are  very  vital  functions  in  regard  to  democratic  organization.  Now,  you 
will  very  readily  see  that  to  the  extent  an  individual  has  money  in  relation  to  the 
price  of  goods,  he  has  effective  economic  voting  power.  He  has  economic  security 
and  to  the  extent  he  gets  that  voting  power  under  conditions  over  which  he  has 
control  he  has  economic  freedom. 

The  first  thing,  which  on  a  very  cursory  examination  would  strike  anyone  with 
regard  to  Alberta,  is  that  its  real  credit  is  very  substantial.  There  is  an  abundance 
of  natural  resources.  In  the  second  place,  under  modern  conditions  there  is  no 
difficulty  about  acquiring  the  knowledge  or  getting  the  persons  with  the  skill  to 
convert  these  natural  resources  from  their  present  form  into  wanted  goods  and 
services.  Next,  the  energy  resources  available  here  are  phenomenal.  There  are 
huge  reservoirs  of  oil  and  coal  and  a  certain  amount  of  water  power.  That  leaves 
the  last  factor  to  be  considered,  the  efficiency  of  organization  and  the  efficacy  of 
organization. 

With  such  substantial  ability  to  produce  goods  and  services,  there  is  no  physical 
reason  why  the  people  should  not  enjoy  a  very  high  standard  of  living,  in  other  words 
why  they  should  not  be  able  to  get  good  and  services  in  terms  of  the  results  they 
want.  Of  course,  in  one  direction  there  would  be  a  limiting  factor.  There  would  be 
goods  they  would  want,  which  perhaps  could  not  be  produced  here,  but  there  is  a 
large  range  and  volume  of  goods  which  could  be  produced,  which  they  could  have 
in  large  quantities  if  these  resources  were  organized. 

My  understanding  is  that  that  became  a  dominating  issue  somewhere  around  1934 
or  1935.  But  the  situation  which  existed  in  Alberta  was  rather  unique,  so  I  will 
digress  for  a  moment  to  show  that  when  I  came  here  the  situation  which  existed 
here  was  already  familiar  to  me.  During  those  years  following  the  last  war  when 
you  got  a  large  scale  economic  dislocation  and  a  spread  of  poverty  amidst  plenty, 
with  which  you  are  all  familiar,  there  was  no  question  that  the  producers  could 
produce.  In  fact  manufacturers,  primary  producers  and  others  were  eager  to  pro¬ 
duce.  Their  problem  was  purely  a  problem  of  finding  markets  for  theeir  goods.  On 
the  other  hand,  the  mass  of  the  people  not  only  in  Alberta,  but  in  Canada  and  the 
United  States  and  Great  Britain,  were  to  a  greater  or  lesser  degree  insecure  for 
want  of  the  very  goods  those  producers  could  have  provided  in  abundance.  There 
was  no  problem  of  transportation.  Companies  were  anxious  for  the  business.  There 
was  not  any  question  of  making  them  available  to  the  people  through  stores.  The 
retail  merchants  were  all  anxious  to  get  more  business. 

The  only  thing  that  prevented  people  from  having  access  to  those  goods  was 
their  inability  to  go  into  the  stores,  put  down  their  economic  demand  for  those 
goods  in  the  form  of  money,  and  get  the  goods.  It  was  entirely  a  purchasing  power 
problem. 

CHAIRMAN:  There  will  be  a  recess  for  five  minutes. 

Recess. 

MR.  BYRNE:  I  am  going  to  carry  on  just  at  the  point  I  left  off. 

Earlier  on  I  made  the  point  that  the  monetary  system  is  the  essential  mechanism 
in  the  organization  of  the  economic  sphere  of  the  social  structure.  There  are  just 
one  or  two  observations  in  regard  to  this  monetary  system  I  want  to  make,  which 
may  be  familiar  to  members  of  the  committee,  but  it  is  necessary  for  the  argument 
I  am  developing. 
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In  the  first  place,  we  have  to  realize  that  this  thing  we  call  money  is  funda- 
menta  y  nothing  more  than  just  a  ticket  to  goods.  It  is  a  system  of  bookkeeping 

to  facilitate  keeping  a  record  of  production  and  enabling  it  to  be  equitably' 
distributed. 

Now,  if  it  is  going  to  operate  as  an  efficient  system  of  tickets  to  goods  to 
facilitate  their  equitable  distribution,  money  would  be  issued  as  goods  are  produced 
and  distributed  on  some  equitable  basis,  and  it  would  be  withdrawn  as  goods  are 
consumed.  I  think  that  is  obvious  and  elementary  and  it  does  not  need  elaboration. 
Also,  it  would  be  necessary  to  make  sure  that  you  issue  a  sufficient  number  of  tickets 
to  enable  all  the  goods  to  be  distributed. 

Undei  the  system  of  money  that  we  have  developed,  money  is  issued  in  the  first 
instance  against  the  ability  to  produce.  That  is  to  say,  it  precedes  the  actual  pro¬ 
duction  of  the  goods.  And  it  is  distributed  to  individuals  in  the  process  of  these 
goods  being  produced  as  wages,  salaries  and  so  forth,  and  all  these  payments  then 
are  included  in  the  cost  of  your  production  and  form  a  part  of  the  price,  and  price 
is  what  1  elates  money  to  goods.  It  is  a  function  of  your  monetary  system. 

Now  obviously  if  you  are  going  to  distribute  enough  tickets  to  enable  your  goods 
to  be  distributed  and  you  are  going  to  relate  your  purchasing  power  to  price,  then 
your  system  must  be  self-liquidating. 

The  next  point  I  would  like  to  make  is  that  in  a  democracy  if  the  people  are  to 
be  the  supreme  authority,  as  they  must  if  it  is  to  be  a  democracy,  then  the  amount 
of  money  which  is  issued  and  the  manner  in  which  it  is  issued  and  so  forth  which 
determines  the  peoples’  ability  to  have  access  to  their  real  credit,  that  is  their 
ability  to  produce  goods  and  services,  your  money  system,  at  least  the  power  of 
issuing  money  is  a  sovereign  power  and  must  therefore  be  controlled  by  the  people. 
That  is  absolutely  fundamental  to  economic  democracy  or  to  democracy.  Otherwise 
we  would  have  some  authority  that  could  deny  them  access  to  their  ability  to 
produce  goods.  And  also  because  it  is  the  essential  voting  mechanism  in  rhe 
economic  sphere,  the  thing  that  determines  the  extent  to  which  individuals  can 
demand  the  results  they  want,  and  which  gives  them  economic  security  and  which 
enables  them  to  state  what  shall  be  produced  and  in  what  quantity  and  who  shall 
produce  it,  because  it  is  the  essential  voting  mechanism  the  issue  of  money  is  also 
a  sovereign  power,  and  its  control  must  be  vested  in  the  people. 

I  would  like  to  make  it  perfectly  clear  at  this  point  that  in  what  I  am  going  to 
say,  I  have  nothing  against  the  banks  as  banks  or  against  the  staffs  of  the  banks.  I 
believe  the  banks,  as  institutions,  are  highly  efficient  and  it  has  been  my  experience 
that  in  this  country,  as  well  as  in  England,  they  are  staffed  by  men  of  the  highest 
integrity  and  ability. 

When  we  come  to  examine  our  present  system,  we  find  it  violates  all  those' 
fundamental  principles  of  a  democratic  monetary  system.  Instead  of  the  control  of 
monetary  policy  being  vested  in  the  people,  control  is  vested  in  a  highly  centralized 
private  monopoly.  Secondly,  on  the  evidence  of  facts  I  have  just  reviewed,  namely 
the  enormous  ability  to  produce,  the  distributors’  willingness  to  distribute  and  so  on, 
on  that  evidence,  apart  from  any  more  technical  evidence,  there  is  no  balance  main¬ 
tained  between  prices  and  purchasing  power,  and  the  system  is  manifestly  not  self- 
liquidating,  otherwise  you  would  not  get  a  rapidly  pyramiding  debt  structure 
threatening  the  stability  of  all  countries. 

The  effect  of  a  highly  centralized  monopoly  having  control  of  the  monetary 
gyg^n^  jg  that  there  is  a  body  of  men  who  can  dictate  how  much  money  ^hall  be 
issued  and  the  manner  in  which  it  should  be  issued.  That  is  tantamount  io  stating 
that  they  could  set  the  amount  to  which  people  may  01  may  not  have  access  to  ihe 
ability  to  produce  goods  and  services,  and  can  dictate  the  conditions  undei  which 
they  may  use  what  goods  and  services  are  permitted  to  be  pioduced.  That,  of 
course,  is  absolutely  an  out  and  out  violation  of  democi  acy. 

Again  my  understanding  is,  and  I  came  here  after  these  events  took  place,  that 
in  1935  the  people  of  the  province  of  Alberta  used  their  democratic  constitutional 
authority  to  state  that  they  wanted  greater  access  to  their  ability  to  produce  goods 
and  services,  to  give  them  increased  economic  security  in  terms  of  specific  results. 

You  will  readily  see  that  the  essential  task  in  order  to  enable  them  to  do  that  was 
to  get  into  the  hands  of  the  people  the  control  of  their  monetary  mechanism  or  their 
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economic  system,  so  they  could  determine  the  extent  to  which  they  may  have 
access  to  their  own  resources. 

In  order  to  do  that  several  problems  immediately  will  present  themselves, 
because  the  people  of  Alberta  are  part  of  a  federation  of  provinces,  that  is  to  say 
that  they  have  limited  sovereignty.  They  are  sovereign  only  in  certain  specified 
spheres.  In  respect  to  certain  matters,  sovereignty  is  vested  in  the  people  of 
Alberta,  and  in  others  in  the  people  of  all  Canada,  and  that  forms  an  integral  part 
of  the  constitution.  I  am  merely  speaking  as  a  layman  and  do  not  pose  as  an 
authority  on  the  interpretation  of  the  constitution,  I  am  just  giving  you  my  under¬ 
standing  of  the  situation  which  exists. 

Among  the  matters  which  are  reserved  to  the  province,,  and  in  respect  of  which 
they  are  sovereign,  is  something  called  “property  and  civil  rights”.  The  first  and 
primary  civil  right  in  a  democracy  is  the  right  of  the  people  to  determine  what 
results  they  want  from  their  association.  And  when  it  is  linked  to  property  rights 
it  would  seem  to  me  that  the  people  of  Alberta  or  the  people  of  any  other  province 
should  have  the  right  to  determine  the  results  which  should  accrue  to  them  from 
their  association  in  using  their  own  resources,  provided  they  don’t  infringe  upon 
the  same  right  of  the  people  of  any  other  province. 

It  was  on  that  basis  that  the  Credit  of  Alberta  Regulation  Act  was  passed  by  the 
assembly.  That  act  did  not  in  any  way  interfere  with  the  instruments  of  adminis¬ 
tration  of  the  monetary  system  which  were  reserved  exclusively  to  the  federal 
parliament,  such  as  banking  and  coinage.  All  that  it  provided  for  was  that  the 
banks  operating  in  the  province  of  Alberta  should  recognize  the  sovereignty  of  the 
people  in  regard  to  property  and  civil  rights  and  administer  a  policy  dictated  by  die 
people  of  Alberta  in  that  regard.  You  all  know  the  fate  of  the  Credit  Regulation 
Act.  It  was  disallowed. 

At  that  point  again,  as  I  see  it,  and  I  am  not  being  dogmatic  in  this  matter,  there 
were  two  alternatives  which  would  face  the  peoples’  representatives.  They  could 
have  challenged  that  action  and  referred  the  matter  back  to  the  people  and  made 
a  constitutional  issue  of  it.  In  my  view  if  that  had  been  done,  it  would  have  had 
very  serious  repercussions,  as  I  cannot  see  how  the  issue  of  secession  could  have 
avoided  being  raised.  It  would  have  been  a  most  disastrous  course  from  every 
single  point  of  view. 

The  other  alternative  was  to  continue  the  legal  and  constitutional  battle  to  gain 
recognition  for  the  people  that  they  did  have  the  right  to  state  what  results  should 
accrue  to  them  from  the  use  of  their  own  resources  within  their  own  borders, 
provided  it  didn’t  interfere  with  the  same  right  of  the  people  of  any  other  province, 
and  concurrently  place  at  the  disposal  of  the  people  of  the  province  some  alternative 
means  to  enable  them  to  gain  increased  and  progressivelly  increasing  access  to 
their  ability  to  produce  goods  and  services  for  their  own  use,  until  if  the  people 
so  desired  they  would  be  able  to  make  themselves  completely  independent  of  anyone 
who  tried  to  stop  them  from  having  access  to  their  production. 

That  was  the  background  upon  which  I  recommended  the  establishment  of  the 
treasury  branch  system.  I  mentioned  just  now  that  the  monetary  system  is  nothing 
more  than  an  elaborate  system  of  bookkeeping.  There  is  nothing  to  prevent  a 
number  of  people  or  a  whole  community  from  discarding  the  use  of  money  and 
saying  we  will  produce  and  exchange  goods  and  services  with  each  other  without 
the  use  of  money,  but  they  would  have  to  have  the  facilities  for  a  record  being  kept 
of  their  transactions  and  would  also  have  to  have  facilities  for  enabling  them  to 
carry  out  their  transactions  with  other  groups  or  people  outside  their  own 
association. 

It  was  quite  clearly  evidenced  that  it  was  that  type  of  mechanism  that  would 
have  to  be  placed  at  the  disposal  of  the  people  to  meet  the  situation. 

The  objectives  of  the  treasury  branches  are  twofold.  In  the  first  place,  to 
provide  the  people  of  Alberta  with  facilities  for  gaing  access  to  their  credit 
resources,  that  is  their  ability  to  produce  goods  and  services  for  their  own  use  to  a 
greater  extent  than  anything  they  were  being  allowed,  and  secondly  a  mechanism 
under  their  own  control  by  means  of  which  they  could  systematically  release  rhem- 
selves  from  any  over-riding  control  of  any  institutions  or  persons  endeavouring  to 
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prevent  them  from  having  access  to  the  ability  to  produce  goods  and  services  which 
they  wanted. 

I  would  like  to  make  this  point,  that  in  my  view,  I  am  only  expressing  my  own 
opinion,  it  was  right  and  proper  that  the  issue  should  be  referred  to  the  people  in 
that  form.  In  other  words,  it  should  have  been  left  entirely  to  the  people  as  to 
whether  they  were  satisfied  to  go  on  being  denied  access  to  their  resources  or 
whether  they  wanted  to  make  use  of  any  alternative  means.  But  in  taking  any  step 
like  that  there  were  certain  very  definite  formidable  but  not  insuperable  obstacles. 

In  the  first  place,  the  established  money  system  was  entrenched  as  the  only 
mechanism  they  had  evolved  for  the  exchange  of  goods  and  services  and  the  whole 
economy  was  geared  to  it.  Therefore,  it  was  quite  certain  that  any  alternative1 
would  have  to  in  the  first  instance,  operate  as  an  auxiliary  to  the  established 
monetary  system,  and  more  or  less  conform  to  this  definite  policy  which  was  of 
course  a  handicap  in  itself.  In  the  second  place,  it  was  quite  certain  that  any 
alternative  facilities  which  were  being  provided  the  people  to  enable  them  to  have 
greater  access  to  their  resources  and  their  ability  to  produce  goods  and  services, 
would  meet  with  tremendous  opposition  from  the  private  interests  operating  the 
present  monetary  system.  In  the  third  place,  any  such  development  was  going  to 
involve  an  expansion  of  Alberta  industries,  because  the  people  could  not  get 
increased  access  to  their  ability  to  produce  unless  their  industries  were  developed. 
That  was  going  to  in  the  circumstances  which  existed,  arouse  the  opposition,  and  I 
think  very  improperly,  of  the  industrial  people  in  the  East,  who  would  feel  they 
were  losing  a  market  here.  It  is  quite  incorrect,  because  the  extent  to  which  thisi 
province  is  developed  will  increase  th  market  for  eastern  concerns. 

The  next  point  was  a  psychological  one.  People  have  been  content  to  acquire 
money  for  the  sake  of  acquiring  money  as  an  end  in  itself  and  not  merely  as  a 
means  to  the  end  of  obtaining  goods  and  services  because  of  the  general  insecurity 
in  regard  to  the  future  and  so  forth.  So  that  the  very  people  who  would  want  the 
alternative  on  the  one  hand  would  find  themselves  pulled  by  this  condition  on  the 
other  hand,  and  that  was  a  difficulty  which  had  to  be  faced.  Then  of  course  there 
were  the  practical  difficulties  of  getting  out  a  system  of  bookkeeping,  training  a 
staff,  getting  your  system  established,  finding  the  weak  points  and  strengthening 
them  and  so  on,  all  administrative  difficulties. 

That  is  the  background  against  which  the  establishment  of  the  treasury  branches' 
must  be  considered.  The  mechanism  is  familiar,  I  think,  to  most  members  of  the 
committee.  In  the  first  instance  the  treasury  branchers  provide  a  deposit  and  with¬ 
drawal  service  for  money.  That  was  essential  because  of  those  difficulties  inherent 
in  the  present  situation.  In  addition  to  that  it  said  to  the  people  that  if  you  wish  to 
discard  the  use  of  money  in  your  transactions  and  just  use  little  ransfer  slips  so 
that  a  record  is  kept  of  your  transactions  in  exchanging  goods  and  services,  then 
gradually  as  this  thing  develops  so  you  will  be  able  to  get,  in  an  increasing  measure, 
be  able  to  draw  upon  your  ability  to  produce.  To  the  extent  you  can  discard  the 
use  of  money  you  will  be  able  to  do  this.  In  conjunction  with  the  use  of  these 
transfer  vouchers  was  introduced  the  bonus  system.  A  bonus  was  paid  to  the  con¬ 
sumers  who  obtained  goods  by  the  use  of  vouchers,  provided  that  one-third  of  vhe 
goods  they  obtained  in  that  manner  were  Alberta  made  goods. 

It  is  important  to  just  spend  a  few  minutes  on  the  reason  that  was  done.  By 
providing  a  definite  inducement — the  democratic  way  is  the  way  of  inducement 
rather  than  compulsion — to  ask  for  Alberta  made  goods  and  make  them  Albeita- 
made-goods*  conscious,  the  people  would  go  into  a  store  and  say,  have  you  any 
Alberta  made  goods,  whether  it  was  socks  or  canned  milk  or  anything  else.  And  if 
the  quality  and  the  price  were  comparable  they  would  be  inclined  to  give  orefei  - 
ence  then  to  the  Alberta  made  product.  That  would  have  the  effect  of  stimulating 
the  demand  for  Alberta  made  goods.  That  would  enable  Albeita  ptoducers  to  step 
up  production  and  get  increased  orders.  To  step  up  production  would  lequiie 
more  employees,  so  payrolls  would  increase.  Those  employees  would  spend  those 
payrolls  and  also  as  people  became  more  Alberta  goods  conscious  an  ino  rasing  pro 
portion  of  this  would  be  spent  on  Alberta  made  goods.  Maik  you,  it  would  not 
detract  at  all  from  the  sale  of  the  goods  brought  into  this  pi  ovince.  It  was  not 
trying  to  make  this  province  self-contained,  because  to  the  extent  the  pui  chasing 
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power  here  increased,  and  only  one-third  went  into  Alberta  made  goods,  the  balance 
would  go  in  the  purchase  of  other  goods,  so  it  was  not  in  any  way  insular 
mindedness. 

The  specific  purpose  behind  that  was  to  create  consumer  demand  for  Alberta 
made  goods  in  order  to  step  up  the  development  of  Alberta  industries,  increase 
production  of  Alberta  made  goods,  increase  the  payrolls,  increase  purchasing  power 
and  stimulate  business  all  the  way  around.  I  think  that  in  spite  of  the  difficulties 
which  had  to  be  met  in  the  initial  stages,  the  actual  results  have  clearly  indicated 
that  it  did  in  fact,  have  that  effect. 

That  broadly  is  an  outline  of  the  background  against  which  I  think  this  whole 
question  should  be  considered. 

MR.  MAHAFFY:  I  take  it,  Mr.  Byrne,  from  the  statement  you  have  given  to 
the  committee,  that  you  are  the  person  who  recommended  the  institution  of  the 
treasury  branch  system? 

MR.  BYRNE:  I  recommended  it,  yes. 

Q.  And  you  worked  out  the  general  details  of  that  system,  did  you? 

A.  In  a  broad  way.  I  didn’t  work  it  out  in  all  the  details  because  the  persons  re¬ 
sponsible  for  administration  must  of  necessity  deal  with  those  specific  methods 
involved. 

Q.  Were  you  not  advising  the  administration?  You  are  the  advisor  to  the  ad¬ 
ministration? 

A.  The  point  I  was  making  is  that  you  cannot  put  a  man  in  charge  of  a  job  and  say 
we  want  you  to  administer  that  and  proceed  to  tell  him  in  every  little  detail 
the  methods  he  is  to  apply  in  carrying  that  out. 

Q.  Your  theory  is  that  the  people  of  the  province  say  what  they  want  to  do,  but  it 
must  be  left  to  the  individual  or  group  of  individuals  to  work  out  the  adminis¬ 
trative  policy?  What  I  am  getting  at  is  that  you  are  the  special  advisor  to  the 
administrators  of  this  particular  scheme? 

A.  In  regard  to  the  general  policy  involved,  but  not  the  details  of  administration. 

Q.  You  had  nothing  to  do  with  the  details? 

A.  I  would  have  had  to  be  an  expert  on  banking  and  currency  and  so  on. 

Q.  Who  worked  out  those  details? 

A.  I  would  have  to  refer  you  to  the  minister  involved. 

Q.  You  don’t  know? 

A.  Not  all  the  details,  no. 

Q.  Who  recommended  and  worked  out  the  details  of  the  bonus  scheme? 

A.  How  the  bonus  is  paid? 

Q.  Generally  speaking,  whether  it  should  be  paid  at  all.  Was  that  your  recom¬ 
mendation? 

A.  Absolutely,  yes. 

Q.  Was  it  also  your  idea  that  treasury  branches  should  provide  checking  services, 
that  is  deposit  and  withdrawal  facilities? 

A.  Yes.  I  pointed  out  it  would  be  necessary  because  it  would  to  operate  as  an 
auxiliary  to  the  monetary  system. 

Q.  Yes.  So  that  by  and  large,  except  perhaps  for  the  job  of  hiring  employees  and 
actually  drafting  the  legal  documents,  etc.,  the  scheme  is  your  scheme? 

A.  There  are  more  details  than  that.  There  is  a  system  of  bookkeeping  involved. 

Q.  Aside  for  this? 

A.  The  broad  outline,  yes. 

Q.  Is  there  anything  in  the  scheme  as  it  is  now  operated  with  which  you  don’t  agree? 
A.  In  regard  to  policy,  no. 

Q.  Anything  at  all? 

A.  No. 

Q.  Are  you  quite  satisfied  with  the  scheme  as  it  now  is? 

A.  Yes,  though  of  course  there  is  no  concern,  whether  in  industry  or  anything  else, 
where  you  could  not  step  it  up  or  have  improvements  here  and  improvements 
there. 

Q.  What  improvements  do  you  suggest  should  be  made  in  this  scheme? 

A.  If  I  am  consulted  I  would  make  recommendations  to  the  Minister  concerned. 

Q.  After  all,  that  is  why  we  are  here. 
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CHAIRMAN:  I  think  the  question  is  one  which  should  be  taken  up  with  the 
Minister  in  regard  to  future  policy. 

MR.  MAHAFFY:  There  are  some  changes  you  think  should  be  made  in  the 
present  set-up? 

MR.  BYRNE:  I  said  there  is  no  undertaking  in  respect  of  which  you  cannot  make 
improvements  or  step  it  up  or  extend  it.  I  have  yet  to  come  across  the  perfect 
institution. 

Q.  Quite.  We  are  all  agreed  on  that.  But  what  I  was  wanting  to  get  at  is  your 
present  idea  as  to  how  this  system  could  be  improved? 

A.  Broadly  speaking,  I  think  it  could  be  continued  as  it  is  going  because  at  the 
present  time  we  are  operating  under  abnormal  conditions. 

CHAIRMAN:  I  believe  we  are  investigating  the  treasury  branches  as  it  and  as> 
they  have  been.  We  are  not  particularly  concerned  in  this  committee  as  to  what  is 
going  to  happen  in  the  future.  When  you  dealt  with  the  estimates  on  the  treasury 
branches  you  dealt  with  this.  You  are  called  to  investigate  accounts  of  the  past. 
That  is  my  ruling. 

MR.  MAHAFFY:  The  point,  I  think,  with  all  due  respect  to  your  ruling,  is  this. 
We  are  here  to  investigate  the  treasury  branches.  If  the  committee  finds  weak¬ 
nesses  in  the  system  surely  that  is  part  of  our  job.  Now  here  we  have  the  father  of 
the  scheme,  the  export  on  this  particular  phase  of  this  government  activity.  If  he1 
says  I  think  certain  things  should  be  done  to  improve  this  scheme,  surely  we  should 
know  something  about  that. 

CHAIRMAN:  If  you  have  found  weaknesses,  all  right.  You  are  trying  to  elicit 
from  this  witness  some  changes  in  policy  that  in  the  future  he  might  recommend. 
I  say  you  are  dealing  with  the  public  accounts  in  regard  to  treasury  branches  at 
the  present  time  and  in  the  past. 

MR.  MAYNARD:  Perhaps  Mr.  Mahaffy  might  realize  this - 

CHAIRMAN:  I  have  made  my  ruling. 

MR.  MAHAFFY:  We  have  been  told — I  just  wanted  to  be  sure  of  this — and  I 
imagine  you  agree  that  the  treasury  branch  system  is  part  of  the  interim  social 
credit  scheme? 

MR.  BYRNE:  I  have  not  seen  that  statement  or  heard  it  made. 

Q.  You  don’t  agree  with  that? 

A.  I  have  heard  it  described  as  part  of  the  interim  program. 

Q.  What  is  that  program? 

A.  As  I  intimated  just  now,  it  is  a  program  to  enable  the  people  to  gain  increasing 
access  to  their  ability  to  produce  goods  and  services. 

Q.  You  say  that  the  treasury  branch  scheme  is  part  of  that  program.  What  com¬ 
prises  the  balance  of  the  program? 

A.  The  other  part  is  the  Marketing  Board  activities,  where  they  assist  manufac¬ 
turers  and  generally  try  and  open  up  channels  to  make  an  increasing  supply  of 
goods  available  to  the  people. 

Q.  What  is  the  rest  of  the  interim  program,  or  is  that  the  balance? 

A.  I  think  the  fine  line  of  demarcation  would  have  to  be  drawn  by  a  minister  of 
the  crown.  Other  activities  have  opened  up  since,  such  as  steps  to  1  educe  ihe 
price  of  farm  implement  parts  all  over  the  province,  which  was  done  through 
the  Marketing  Board,  the  establishment  of  the  insurance  office  to  bring  down 
the  cost  of  insurance  and  to  give  the  people  increased  purchasing  power  through 
that  means,  but  the  fine  line  of  demarcation  would  have  to  be  diawn,  I  think,  by 
a  minister  of  the  crown. 

Q.  All  the  things  you  have  mentioned  are  part  of  the  interim  program? 

A.  Yes. 

Q.  And  the  treasury  branch  system  is  part  and  parcel  of  that  piogiam? 

^  Yes 

Q.  Are  you  the  chief  advisor  of  the  government  with  respect  to  this  geneial  inteiim 
program  scheme? 

A  I  think  the  government  would  have  to  speak  in  that  respect,  because  I  merely 
”  give  recommendations  in  regard  to  matters  that  are  referred  to  me  or  if  I  see 
reason  for  making  a  submission. 
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Q.  Now,  Mr.  Byrne,  I  suppose  you  would  agree  with  me  if  I  said  the  treasury  branch 
system  operates  along  much  the  same  lines  as  a  regular  chartered  banking 
institution? 

A.  No,  I  would  not,  and  I  think  there  are  some  very  good  authorities  on  that. 

Q.  Perhaps  I  made  that  a  little  too  broad.  As  far  as  the  deposit  and  withdrawal 
feature  is  concerned,  that  is  modelled  after  the  general  banking  scheme,  is  it  not? 

A.  Well,  with  regard  to  the  deposit  and  withdrawal  of  money,  I  assume  it  would  be 
the  same  as  any  institution  that  allowed  that. 

Q.  That  is  what  I  mean.  There  is  really  no  difference  in  the  ordinary  method  with 
which  we  have  been  dealing  for  years  and  years  in  that  particular  respect? 

A.  No. 

Q.  What  about  the  system  of  making  loans?  Does  that  differ  in  any  respect  from 
the  usual  common  procedure?  I 

A.  Again,  I  would  like  to  make  it  clear  that  I  have  no  administratrive  authority  in 
regard  to  the  branches,  so  can  only  express  an  opinion.  In  my  view  there  is  a1 
fundamental  difference  that  when  a  bank  makes  a  loan  it  actually  creates  and' 
issues  new  money,  and  the  treasury  branch  when  it  makes  a  loan  has  to  have  that 
money  on  deposit.  They  are  actually  loaning  money  on  deposit,  whereas  the 
banks  create  and  issue  new  money  in  the  form  of  financial  credit. 

Q.  From  the  point  of  view  of  the  man  borrowing  the  money? 

A.  I  have  no  administrative  authority  there. 

Q.  You  cannot  offer  us  any  information  on  that?  But  you  do  make  it  clear  that  all 
the  treasury  branch  can  loan  is  the  money  which  is  deposited  with  it? 

A.  Yes. 

Q.  And  in  that  sense  it  is  then  you  say  different  to  an  ordinary  commercial  bank? 

A.  Fundamentally  different.  The  banks  can  loan  against  a  10%  reserve  of  cash, 
whereas  the  treasury  branch  can  only  loan  a  fraction  of  its  cash  deposits. 

Q.  Would  you  say  that  in  this  respect  the  treasury  branch  system  could  be  compared 
to  a  trust  company? 

A.  I  am  not  familiar  with  the  operation  of  trust  companies. 

Q.  What  other  work  did  you  recommend  that  the  treasury  branches  should  perform, 
for  example,  the  handling  of  money  orders? 

A.  Those  details  of  administration  are  purely  concerned  with  those  responsible  for 
the  actual  administration  of  the  branches. 

Q.  You  say  that  you  don’t  know  anything  about  these  various  details  of  operation? 

A.  To  the  extent  I  have  used  the  service,  I  do  know. 

Q.  Now,  you  say  this  scheme  is  quite  different  than  a  regular  banking  facility. 
Before  you  set  up  this  scheme,  did  you  investigate  similar  schemes  elsewhere  or 
were  there  others  to  investigate? 

A.  I  would  like  first  of  all  to  remove  the  implication  in  the  first  part  of  your  state¬ 
ment.  I  said  there  was  a  fundamental  difference  between  the  banks  and  treasury 
branches,  but  did  not  say  that  it  was  different  in  every  respect. 

Q.  I  didn’t  mean  that. 

A.  No,  as  far  as  I  am  aware,  there  is  no  similar  scheme  in  operation  anywhere. 

Q.  What  territory  are  you  covering — Canada  or  the  world? 

A.  As  far  as  I  am  aware,  there  is  no  similar  scheme  in  the  world. 

Q.  So  you  were  not  able  to  investigate  any  other  similar  scheme  before  this  one 
was  recommended? 

A.  No,  and  I  think  as  you  were  dealing  with  a  fundamentally  new  situation,  it  was 
inevitable  that  should  be  the  case. 

Q.  I  suppose  it  would  not  be  unfair  to  say  that  the  treasury  branch  scheme  is 
purely  an  experiment? 

A.  An  experiment  to  the  extent  that  it  is  based  upon  certain  principles,  the  sound¬ 
ness  of  which  can  be  tested  and  demonstrated. 

Q.  Do  you  know  why  it  has  not  been  tried  in  other  places? 

A.  The  same  issue  as  far  as  I  am  aware  has  not  been  raised  in  any  other  place  that 
was  raised  in  such  an  acute  form  here. 

Q.  That  was  the  constitutional  issue? 

A.  People  actually  asserting  their  constitutional  authority  to  demand  they  should 
have  greater  access  to  their  resources  in  terms  of  specific  results  involving  a 
fundamental  change  in  the  economic  structure. 
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Q.  There  was  not  the  same  political  demand  for  economic  change  elsewhere  in  the 
world? 

A.  On  the  same  lines. 

Q.  That,  of  course,  would  not  prevent  the  creation  of  a  similar  scheme  in  other 
places,  would  it? 

A.  No. 

Q.  And  how  do  you  explain  then  that  this  particular  scheme  has  not  been  tried  out 
in  other  places? 

A.  Because  it  was  designed  to  deal  with  a  particular  situation  here,  and  the  identical 
situation,  as  far  as  I  am  aware,  has  not  cropped  up  anywhere  else. 

Q.  Just  on  that  point  about  political  demands  for  economic  changes — I  suppose  from 
what  you  have  said  your  view  is  that  the  individual  is  the  king  pin  in  the 
democratc  system? 

A.  The  individual  and  of  course  the  collective  will  of  the  people  as  well. 

Q.  The  collective  will  of  the  people  is  what  should  govern. 

A.  Yes. 

Q.  You  were  here  in  1940,  I  believe? 

A.  Yes. 

Q.  I  am  interested  in  this  collective  will  idea  because  I  would  like  you  to  explain  to 
me  how  you  interpret  the  political  vote  of  1940.  That  is  probably  a  pretty  broad 
way  of  putting  it. 

A.  I  can  only  express  an  opinion  because  I  am  here  as  a  servant  of  the  people  of 
Alberta,  and  I  have  a  right  to  say  opinions,  but  I  don’t  think  that  I  should  speak 
and  try  and  interpret  their  views  in  the  matter.  I  would  put  it  this  way,  that 
under  the  system  of  election  that  you  have  here,  namely  the  proportional  repre¬ 
sentation  method,  that  it  is  impossible  to  elect  a  government  unless  it  has  the 
support  of  the  majority  of  the  people. 

Q.  But  what  I  am  getting  at  is,  you  say  that  these  things  can  be  justified  if  the 
people,  a  collection  of  individuals  in  a  certain  area,  are  demanding  their  rights  to 
do  this  and  that  and  the  other  thing.  What  I  am  getting  at  is,  you  know  as  I  do 
too,  in  the  1940  election  as  you  know  over  half  of  the  individuals  within  vhe 
confines  of  the  province  of  Alberta  voted  against  the  theories  expounded  by  the 
so-called  social  credit  party  in  this  province? 

MR.  MAYNARD:  We  have  now  reached  the  point  where  Mr.  Mahaffy  is  giving 
evidence.  If  that  is  a  fact,  then  let  him  bring  figures  out,  so  we  can  see  the 
evidence. 

CHAIRMAN:  Do  you  want  to  call  him  as  a  witness? 

MR.  MAYNARD:  Either  that  or  he  will  withdraw  the  statement. 

MR.  MAHAFFY:  I  will  withdraw  the  question,  because  I  have  a  man  here  as 
witness  who  knows  more  about  it  than  I  do.  You  were  here  during  the  course  of 
the  1940  election? 

MR.  BYRNE:  Yes. 

Q.  And  I  suppose  you  are  familiar  with  the  vote  that  was  cast  during  the  course  of 
that  election? 

MR.  HARTLEY:  Point  of  order.  I  think  this  committee  was  called  with  the 
express  purpose  of  investigating  the  public  accounts.  As  I  understand  that  it  is  the, 
spending  of  money  on  the  operation  of  the  treasury  branches.  I  don’t  see  where 
this  question  has  anything  to  do  with  the  operation  of  the  treasury  branches  and 
the  spending  of  public  money. 

MR.  SPEAKMAN:  The  suggestion  has  been  made  that  this  money  has  been  spent 
in  accordance  with  the  expressed  view  of  the  collective  individualism  of  the  province. 
In  accordance  with  the  will  of  the  people.  I  think  a  question  as  to  whether  money 
has  been  spent  in  accordance  with  the  will  of  the  people  is  in  oidei. 

MR.  FEE:  The  whole  question  of  public  expenditure  will  then  have  to  be  brought 
into  the  picture.  The  government  has  been  elected  by  the  people  of  Alberta.  If 
you  are  going  to  continue  along  this  line  we  might  as  well  quit. 

MR.  TAYLOR:  It  is  an  accepted  fact  that  a  government  is  formed  by  the  party 
receiving  the  most  votes  from  the  people.  The  methods  of  voting  in  this  province 
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are  accepted  by  all  parties,  and  unless  the  government  received  at  least  51%  of  the 
votes  of  this  province,  we  would  not-  possibly  have  a  majority  in  this  house. 

CHAIRMAN:  It  seems  to  me  you  are  dealing  with  a  question  which  members  of 
the  committee  can  debate  after  the  witness  has  been  heard.  I  would  suggest  we 
leave  this  debate  on  whether  this  government  represents  a  majority  of  the  people 
for  debate  after  this  witness  has  been  heard. 

MR.  MAHAFFY:  I  would  just  like  to  say  this  in  explanation.  I  did  not  suggest 
for  a  minute  that  under  our  election  system  this  government  is  not  properly  in 
power  and  entitled  to  be  in  power.  Let’s  make  a  typothetical  case.  Supposing  in' 
any  community  of  which  you  spoke  a  few  momoments  ago,  that  you  took  a  political 
vote  of  the  people  as  to  whether  or  not  they  wished  or  not  to  do  a  certain  thing — 
and  the  vote  was  divided  roughly  50%  each  way.  How  would  that  affect  your 
theory  that  you  gave  us  a  few  minutes  ago  that  the  demands  of  the  people  must 
be  met? 

MR.  BYRNE:  I  think,  Mr.  Chairman,  that  is  a  very,  very  important  point  that 
has  been  raised  in  regard  to  the  whole  question  of  democracy,  that  democracy  is 
not  majority  rule,  that  is  to  say  that  when  the  people  in  a  functioning  democracy' 
specify  the  results  they  want  there  will  be  an  order  of  proirity — 90%  want  a  par¬ 
ticular  thing  done.  That  would  take  preference  over  the  next  thing.  Just  because 
10%  of  the  people  wanted  a  particular  result,  it  does  not  mean  to  say  that  their 
wishes  should  be  entirely  ignored,  but  their  wishes  would  only  be  given  effect  to  if 
the  wishes  of  the  larger  number  of  people.  It  is  largely  a  question  of  priority. 

Q.  There  are  many  questions  which  can  only  be  determined  yes  or  no.  You  would 
agree  on  that,  would  you  not? 

A.  It  depends  on  whether  the  people  themselves  are  going  to  initiate  policy  or 
whether  it  is  going  to  be  put  to  them. 

Q.  Supposing  there  was  a  considerable  number  of  people  who  wished  to  have  pro¬ 
hibition  instituted  in  the  province.  Supposing,  on  your  theory  of  90%  and  10%- 
that  90%  voted  for  prohibition.  What  would  you  do? 

A.  I  think  90%  would  be  free  to  do  what  they  wanted  and  the  10%  should  be  free 
to  do  what  they  wanted,  provided  they  didn’t  interfere  with  the  wishes  of  the 
90%,  in  the  properly  functioning  democracy. 

Q.  In  the  case  I  am  putting  to  you  the  question  is  put  to  the  people — is  liquor  to 
be  sold  in  the  province  of  Alberta,  or  is  it  not?  90%  say  in  their  democratic  way 
of  voting  that  liquor  is  not  to  be  sold  in  the  province  of  Alberta.  10%  say  it  is 
to  be  sold.  Do  you  contend  that  10%  should  be  allowed  to  purchase  liquor  in  the 
province? 

A.  Under  a  properly  functioning  democracy,  the  wishes  of  the  10%  should  also  be 
taken  into  account. 

Q.  Just  how  would  you  do  that? 

A.  If  90%  didn’t  want  to  have  liquor  they  should  be  perfectly  free  to  abstain  from 
it.  The  essence  of  democracy  is  freedom. 

Q.  90%  could  abstain  from  it  and  10%  should  be  allowed  to  have  it? 

A.  If  they  wanted  it.  The  essence  of  democracy  is  freedom  of  choice. 

MR.  LOW:  Since  it  is  after  12  o’clock  and  since  some  have  to  get  back  early,  would 
it  not  be  wise  to  adjourn  till  10  o’clock  tomorrow  morning? 

MR.  HARTLEY:  I  would  like  to  move  that  this  committee  report  progress  and 
that  the  committee  recommend  to  the  house  that  the  evidence  on  printing  be 
memeographed  and  made  available  to  the  members. 

MR.  HOOK:  I  second  that  motion. 

MR.  LOW:  I  move  we  adjourn  till  tomorrow  at  10  o’clock  and  continue  then  with' 
the  treasury  branches. 

Adjourned. 
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FRIDAY,  MARCH  26th,  1943 

CHAIRMAN:  The  Committee  will  please  come  to  order.  When  we  adjourned 
yesterday  at  noon,  Mr.  Mahaffy  was  questioning  the  witness  in  regard  to  the 
democratic  principle  involved  when  90%  of  the  people  said  they  wanted  prohibition 
and  10%  didn’t.  Mr.  Byrne  is  our  witness  this  morning. 

MR.  MAHAFFY:  Mr.  Byrne,  in  carrying  out  the  democratic  principle  which  you 
laid  down,  is  it  your  idea  of  its  interpretation — in  any  event,  what  is  the  political 
area  in  which  that  should  be  effective?  When  I  say  political  area,  I  am  usng 
political  in  its  wider  sense. 

MR.  BYRNE:  In  the  sphere  in  which  the  people  are  sovereign  authority  in  regard 
to  the  matters  they  are  dealing  with. 

Q.  That  would  be  the  Canadian  people  in  Canada? 

A.  Yes. 

Q.  Would  you  say  that  that  same  principle  applied  in  the  provinicial  field? 

A.  I  would  say  it  would  apply  to  any  unit  in  which  the  people  were  sovereign  in 
aegard  to  the  matters  under  consideration. 

Q.  In  other  words,  in  the  provincial  field,  the  people  of  the  Province  would  have  to 
have  complete  jurisdiction  over  the  subject  concerned? 

A.  Yes.  There  I  would  like  to  point  out  that  you  have  to  bear  in  mind  the  distinc¬ 
tion  between  policy  and  administration.  I  am  speaking  only  in  regard  to  the 
questions  of  the  results  that  would  accrue  to  them. 

Q.  Where  do  you  draw  that  line  between  policy  and  administration? 

A.  I  would  say  that  policy  is  a  specification  of  the  results  wanted  in  the  order  they 
are  wanted,  which  involves  a  broad  line  of  action,  and  policy  ends  there.  Adminis¬ 
tration  starts  at  the  point  ways  and  means  have  to  be  devised  and  applied  in 
order  to  get  those  results. 

Q.  Now  then,  would  you  say  that  same  principle  applied  in  say  a  municipal  political 
area? 

A.  In  regard  to  the  results  the  people  would  obtain  from  their  elected  representa¬ 
tives  in  that  area,  and  in  respect  of  which  they  had  complete  sovereign  power, 
yes. 

Q.  So  it  would  be  fair  to  say,  I  suppose,  that  taking  a  municipal  area,  no  matter  what 
the  ideas  of  the  people  might  be  as  to  what  they  wanted,  those  ideas  could  only 
be  effective  provided  the  administration  in  that  area  had  sovereign  power,  as  you 
call  it,  over  the  subject  matter  in  which  they  were  interested? 

A.  That  is  right. 

Q.  Now,  I  suppose  you  would  also  agree  that  monetary  matters  in  this  country  are 
the  sovereign  power  of  the  Canadian  government? 

A.  I  would  like  a  very  clear  understanding  in  regard  to  what  we  mean  by 
“monetary”.  I  would  define  money  as  any  medium,  no  matter  of  what  it  is  made 
nor  why  people  want  it.  No  one  will  refuse  it  in  return  for  his  product  if  he  is  a 
willing  seller.  The  legal  tender  of  the  country  is  specifically  a  matter  in  respect 
to  which  Parliament  has  jurisdiction,  and  therefore  concerns  the  people  of  the 
whole  country. 

Q.  It  is  a  matter  for  the  Canadian  Parliament? 

A.  Yes. 

Q.  In  view  of  your  experience  here  in  the  last  six  or  seven  years,  you  would  agree 
that  the  Provincial  Legislature  has  no  jurisdiction  over  that  particular  subject? 

A.  In  respect  to  legal  tender,  no.  I  never  had  any  illusions  on  that  point. 

Q.  It  is  perhaps  a  matter  of  opinion,  but  I  would  like  to  get  your  idea  about  it. 
While  the  constitution  does  so  provide,  are  you  of  the  opinion  that  the  con¬ 
stitution  should  be  amended  so  that  each  Province  has  control  over  its  money,  its 

currency? 

A.  I  explained  yesterday  that  I  didn’t  pose  as  an  authority  on  constitutional  matteis. 
Q.  I  am  not  asking  you  that. 

A.  But  if  the  present  interpretation  of  the  constitution  is,  as  it  appears  to  be,  that 
the  people  in  the  Province  cannot  have  access  to  their  ability  to  produce  because 
of  the  control  of  monetary  policy  by  a  private  monopoly,  then  all  I  would  suggest 
is  that  it  is  necessary  to  change  the  provisions  in  respect  of  who  controls  monetary 
policy,  and  that  does  not  involve  any  constitutional  change. 
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Q.  Would  you  suggest  that  the  present  federal  system  of  money  control  should  be 
changed?  ...  ;  '  J 

A.  I  would  suggest  that  an  effective  national  control  over  the  issue  of  currency  and 
credit  should  be  established  in  place  of  the  present  private  monopoly  control. 

Q.  I  suppose  you  would  agreed  that  whatever  that  monetary  control  is,  if  we  are 
to  have  a  united  Canada  that  should  be  done  through  federal  agencies? 

A.  It  is  most  desirable  it  should  be. 

Q.  Now  going  a  step  further  than  that,  from  your  knowledge  of  international  affairs, 
are  of  the  opinion  that  in  the  world  as  we  know  it  now,  the  principle  of  social 
credit  which  you  gave  us  yesteday  could  be  made  operative  in  the  Dominion  of 
Canada? 

A.  Yes,  absolutely.  I  doubt  there  is  any  other  way. 

Q.  But  you  also  think  that  that  cannot  be  done  in  a  single  Province  under  the 
existing  constitution? 

A.  I  think  it  would  be  ideal  for  it  to  be  tried  out  in  a  Province.  I  have  suggested 
that  the  best  way  of  proving  the  case  would  be  to  try  it  out  in  a  Province  where 
the  people  were  prepared  to  have  “a  laboratory  test”  made  there,  with  proper 
safeguards  being  given  to  individual  citizens  in  regard  to  the  protection  of  their 
property  and  monetary  deposits,  etc. 

Q.  How  could  you  do  that  without  setting  up  a  monetary  system  for  that  Province? 

A.  By  having  some  authority  which  could  control  monetary  policy. 

Q.  How  would  you  do  that? 

A.  Do  you  want  a  detailed  plan  of  that?  I  would  not  be  prepared  to  stand  up  here 
and  rattle  off  a  detailed  plan  involving  highly  technical  questions. 

Q.  You  must  have  some  general  ideas. 

A.  I  think  it  should  be  clear  that  it  is  a  question  of  methods  and  would  involve  a> 
detailed  plan,  because  it  involves  the  question  of  how  to  deal  with  payments 
made  outside  the  Province  for  goods  coming  into  the  Province,  and  that  kind 
of  thing. 

Q.  If  you  have  not  a  plant  in  mind,  or  at  least  you  feel  you  cannot  give  it  now, 
tell  me  this — could  that  plan  which  you  have  in  mind  be  given  effect  to  without 
constitutional  amendments? 

MR.  MAYNARD:  Point  of  order.  Mr.  Mahaffy  just  got  through  saying  have  you 
a  plan  in  mind  and  can  you  tell  me  how  to  put  it  into  operation.  After  all,  Mr. 
Chairman,  if  the  witness  is  going  to  be  able  to  deal  with  the  questions  asked  him  at 
all,  the  question  has  to  be  reasonable.  Mr.  Mahaffy  is  making  a  statement  in  his 
question,  if  you  have  no  plan  in  mind,  could  you  tell  us  how  to  put  it  into  operation 
under  existing  constitutional  difficulties. 

CHAIRMAN:  There  is  a  little  inconsistency  in  that. 

MR.  MAHAFFY:  You  have  a  plan  in  mind? 

MR.  BYRNE:  Just  the  broad  outline,  yes. 

Q.  Have  you  ever  worked  out  any  details  of  that  plan? 

A.  No,  because  the  details  would  depend  on  conditions  which  existed  at  the  time. 
A  plan  for  Alberta  under  existing  conditions  would  differ  considerably  with  a  plan* 
devised  under  the  conditions  that  existed  four  or  five  years  ago.  It  would  have 
to  vary  with  existing  conditions  from  time  to  time  and  be  adjusted  to  your 
changing  external  economy  because  of  the  fact  that  Alberta  is  only  part  of  a 
federation. 

Q.  That  is  the  real  difficulty,  is  it  not,  that  Alberta  is  part  of  a  federation? 

A.  I  don’t  know  that,  that  is  the  difficulty.  The  situation  now  is  this,  the  people  of 
Alberta  have  certain  resources  within  the  boundaries  of  Alberta  which,  if  they  had' 
access  to  them,  would  enable  them  to  produce  goods  and  services  and  enjoy 
security  with  freedom  and  a  high  standard  of  living.  You  have  got,  as  I  said, 
and  with  the  qualifications  I  have  made  in  my  remarks  in  regard  to  banks,  private\ 
institutions  in  this  Province  imposing  a  policy  on  the  people  which  prevents  ‘them 
having  access  to  these  resources  and  it  is  entirely  a  question  of  the  interpretation 
of  the  constitution,  as  I  understand  it,  and  not  any  fundamental  difficulty  in 
regard  to  the  constitution  itself. 

Q.  Do  you  contend  that  under  our  constitution,  the  people  of  Alberta  are  sovereign, 
as  you  call  it,  with  respect  to  monetary  matters  within  the  Province? 
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A.  It  depends  again  on  what  meaning  is  being  attached  to  the  word  “monetary”. 
If  the  people  can  only  have  access  to  their  resources  in  order  to  produce  goods 
and  services  for  their  use  by  the  use  of  the  monetary  system,  then  my  contention 
is  that  the  interpretation  of  “property  and  civil  rights”  should  extend  to  the 
people  the  right  to  control  monetary  policy  within  a  Province,  inasmuch  as  it 
does  not  interfere  with  the  same  right  of  the  people  of  any  other  Province. 

Q.  If  that  was  followed  through,  would  you  propose  setting  up  a  separate  monetary 
system  in  the  Province? 

A.  It  would  not  necessarily  involve  that  at  all  unless  the  federal  authorities  said, 
“We  would  rather  you  organized  your  own  monetary  system  and  kept  the  whole 
business  separate.” 

Q.  To  carry  out  your  ideas,  could  there  be  a  provincial  system  and  a  federal  system 
working  at  the  same  time? 

A.  It  could  be  done. 

Q.  How  could  that  be  done? 

A.  In  very  much  the  same  way  as  at  the  present  time.  A  separate  monetary* 
system  exists  in  Canada  and  the  United  States  and  another  in  Great  Britain,  and 
another  in  France,  or  anywhere  else. 

Q.  The  Province  of  Alberta  would  be  under  that  scheme  just  as  much  separate  from 
Canada  as  Canada  is  now  from  the  United  States? 

A.  If  it  was  carried  out  that  way,  though  there  is  no  necessity. 

Q.  How  else  could  it  be  done? 

A.  By  merely  having  provincial  control  of  monetary  policy. 

Q.  You  are  taking  me  around  in  a  circle,  and  I  realize  it.  You  say  that  could  be 
done  by  establishing  a  separate  monetary  system? 

A.  It  could  be  done  also  without? 

Q.  How  could  it  be  done  without? 

A.  By  merely  having  provincial  control  of  monetary  policy,  which  would  involve, 
of  course,  adjusting  an  expansion  of  monetary  credits  within  the  Province  in  such 
a  way  that  you  would  be  able  to  deal  with  your  transactions  outside  the  Province. 

Q.  You  say  that  the  Province  would  have  control  of  the  monetary  policy  within  the 
Province? 

A.  It  could  be  done  that  way. 

Q.  Would  that  be  connected  with  the  monetary  policy  of  the  balance  of  Canada,  and 
if  so,  how? 

A.  You  could  have  your  expansion  of  credit  here  adjusted  in  such  a  way  that  it  need 
not  interfere  with  the  transactions  of  Alberta  with  other  Provinces  or  anything 
like  that. 

Q.  How?  Tell  us. 

A.  That  brongs  us  back  to  the  question:  Do  you  want  a  detailed  plan  ? 

Q.  Yes. 

A.  If  you  want  a  detailed  plan  of  how  these  things  should  be  done,  I  am  not 
prepared  to  stand  up  here  and  give  it  to  you  any  more  than  an  engineer  would 
be  prepared  to  stand  up  and  give  you  specifications  and  so  on  with  respect  to  a 
dam  across  the  river.  There  are  so  many  technical  questions  and  aspects  of  the 
thing  that  have  to  be  taken  into  account. 

Q.  The  truth  of  the  matter  is  that  it  would  be  a  very  difficult  thing  to  work  out? 

A.  I  don’t  think  I  would  say  that  it  would  be  insuperable,  if  that  is  the  implication. 

Q.  Are  you  suggesting  it  would  not  be  insuperable,  but  almost  so? 

A.  No,  certainly  not. 

Q.  You  have  a  plan  drafted,  have  you? 

A.  No. 

Q.  Why? 

A.  Because,  as  I  explained,  any  plan  would  depend  entirely  on  the  circumstances 
existing  at  the  time  and  the  various  factors  involved. 

Q.  You  have  been  here  since  1937,  about  six  yeais. 

A.  Five  and  a  half. 

Q.  Do  you  mean  to  say  you  have  not  worked  out  any  plant  so  this  thing  could  be 
made  effective? 

A.  Most  certainly  I  have  not,  for  the  simple  reason  it  was  made  perfectly  cleai  m 
1937  that  every  step  that  was  taken  by  this  Province  to  enable  the  people  to  get 
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increased  access  to  their  resources  is  going  to  be  opposed  and  thwarted  by  every 
means  possible. 

Q.  So  you  have  given  up  hope,  have  you? 

A.  Certainly  not,  or  I  would  not  be  here. 

Q.  What  are  your  plans  now? 

A.  I  would  like  that  question  asked  a  little  more  fully. 

Q.  Let’s  leave  it  then.  I  want  to  stay  for  the  moment  in  the  Provincial  field,  and 
I  think  that  involves  the  Federal  question.  Did  you  draft  a  plan  in  1937  to  carry 
into  effect  what  you  have  been  telling  us  about? 

A.  No,  for  the  simple  reason  that  any  plan  in  1937  or  1938  or  1939  or  today  would 
be  premature.  It  is  impossible  to  draft  a  comprehensive  plan  until  the  people 
have  got  effective  control  over  their  real  credit  resources. 

Q.  You  thought  you  had  that  in  1937,  didn’t  you? 

A.  I  certainly  did  not.  I  didn’t  imply  that  I  did.  The  Credit  Regulation  Act  was 
passed  and  would  have  given  the  people  of  the  Province,  through  an  authority 
responsible  to  the  Legislature,  the  necessary  control  over  monetary  policy,  but 
it  was  disallowed. 

Q.  When  was  it  passed? 

A.  In  August,  1937. 

Q.  Now  then,  did  you  have  a  plant  at  that  time? 

A.  No. 

Q.  That  Act  was  not  disallowed  until  the  following  year. 

A.  Within  a  few  days. 

Q.  Now  then,  when  that  Act  was  submitted  to  the  Legislature  and  passed,  did  you 
have  a  plan  drafted  at  that  time? 

A.  No,  because  in  matters  of  administration,  and  that  is  what  the  plan  involves,  the 
whole  question  comes  under  the  Federal  authority,  and  The  Credit  Regulation 
Act  didn’t  interfere  with  any  questions  of  administration. 

Q.  So  that  you  never  did  have  a  plan  worked  out,  and  you  still  have  not  one? 

A.  Not  in  detail,  no. 

Q.  So  you  have  an  idea  of  the  objective  you  have  in  mind,  but  don’t  know  just  how 
you  are  going  to  get  there — that  is  fair,  is  it  not? 

A.  No,  that  is  not  fair. 

Q.  What  is  the  situation,  then? 

A.  Attaining  the  objective  involves  a  broad  line  of  action  with  which  I  dealt  yester¬ 
day.  That  is  to  say  there  is  first  of  all  the  question  of  the  people  getting  effective 
control  of  their  credit  resources  within  the  political  sphere — in  the  sphere  of 
government — and  then  there  is  the  policy  that  is  being  pursued  of  placing  at  their 
disposal  an  institution  which  will  enable  them,  if  they  make  use  of  it,  to 
systematically  get  control  of  their  credit  resources  to  an  increasing  extent  in  the 

economic  sphere.  Those  are  broadly  the  two  lines  action  being  pursued - 

Q.  Yes.  I  understand  that.  What  I  do  understand  also  from  you — taking  our  con¬ 
stitution  as  it  now  stands,  can  the  ideas  expressed  by  you  yesterday  be  given 
effect  to  in  the  Province  of  Alberta? 

A.  There  I  pointed  out  yesterday  that  I  am  not  competent  to  state  what  the  correct 
interpretation  of  that  constiution  is.  I  am  not  an  authority  and  there  seems  to  be 
a  great  deal  of  doubt  and  discussion  and  argument  in  regard  to  that  inter-1 
pretation. 

Q.  Is  this  fair — you  don’t  know  whether  such  a  system  can  be  instituted  in  the' 
Province  of  Alberta? 

A.  I  can  say  this — that  a  system  which  does  not  involve  the  monetary - 

Q.  Stay  with  the  subject.  I  asked  you  first - 

CHAIRMAN:  Answer  it  your  own  way. 

MR.  BYRNE:  I  was  going  to  put  it  this  way.  I  am  quite  certain  of  this,  that  the 
people  of  Alberta  can  be  provided  with  the  means  for  having  effective  demands  on 
their  goods  and  services,  and  thereby  have  greater  access  to  their  ability  to  produce 
goods  and  services,  without  the  use  of  the  established  monetary  system,  through  the 
system  of  bookkeeping  which  is  being  placed  at  their  disposal  through  the  Treasury 
Branch  system. 

MR.  MAHAFFY:  Is  that  as  far  as  you  can  go  with  your  plan? 
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A.  It  is  a  continuous  process.  It  involves,  as  I  said,  two  lines  of  action,  one  in  the 
sphere  of  government,  in  regard  to  the  people  obtaining  recognition  of  their 
constitutional  sovereignty. 

Q.  I  would  like  the  witness  to  answer  the  question. 

CHAIRMAN:  I  think  if  the  witness  is  not  answering  what  you  want,  you  should 
couch  your  question  in  such  form  as  to  get  directly  to  the  point  you  have  in  mind. 

MR.  MAHAFFY:  Is  the  Treasury  Branch  system  the  only  step  you  can  take 
towards  the  realization  of  your  social  ideas  in  the  Province  of  Alberta? 

A.  No,  the  Treasury  Branches  are  just  action  in  one  sphere. 

Q.  What  other  steps  can  you  take? 

A.  The  other  step  is  to  clarify  the  issues  and  to  make  it  perfectly  clear  to  the 
supreme  authority  in  this  country,  to  the  people  of  Canada  in  general  in  respect 
to  matters  coming  under  Federal  jurisdiction,  and  to  the  people  of  Alberta  in 
respect  of  matters  coming  under  Provincial  jurisdiction,  that  the  sovereign  power 
they  should  have  in  the  economic  sphere  has  been  usurped  and  it  is  up  to  them 
to  get  that  back. 

Q.  What  further  step  could  you  take  in  the  Province  of  Alberta? 

A.  That  is  in  the  Province  of  Alberta. 

Q.  That  is  the  only  one,  is  it? 

A.  No,  I  have  explained  that  there  is  that  course  of  action  in  the  sphere  of 
government,  and  in  the  economic  sphere  of  providing  the  people  with  those 
facilities  to  systematically  get  more  and  more  access  to  those  resources. 

Q.  Assuming  with  me  that  you  do  not  succeed  in  convincing  the  majority  of  the 
people  of  Canada  that  any  such  change  should  be  made,  what  further  steps  could 
you  take  in  the  Province  of  Alberta? 

A.  Do  you  mean  in  regard  to  the  people  here  having  access  to  their  resources? 

Q.  Right. 

A.  You  would  presumably  go  on  developing  your  Treasury  Branch  system  system¬ 
atically  giving  them  increasing  access - 

Q.  What  would  that  development  consist  of? 

A.  Broadly  the  course  of  action  I  outlined  yesterday.  It  would  consist  of  providing 
them  with  facilities  which  would  enable  them  to  an  increasing  extent  to  have 
effective  demands  on  goods  and  services  without  the  use  of  or  reference  to  the 
established  monetary  system. 

MR.  TANNER:  Point  of  order.  I  think  this  committee  is  called  to  go  into  the 
public  accounts,  the  present  workings  of  the  Treasury  Branches  as  set  up  now,  not 
in  regard  to  theory  or  policy  which  might  or  could  be  allowed  to  bring  about  some 
of  the  desired  results. 

MR.  ANSLEY:  Further  to  the  point  of  order.  I  think,  as  was  done  yesterday 
and  somewhat  as  has  been  done  here  this  morning,  it  is  quite  in  oidei  to  take  the 
general  principles  as  they  would  apply  to  the  piesent  opeiation  of  the  Tieasuiy 
Branches.  I  would  agree  that  in  going  into  future  policy,  that  is  another  question. 

CHAIRMAN:  The  point  raised  by  Mr.  Tanner  is  well  taken.  The  whole  pro¬ 
cedure  is  out  of  order.  The  Committee  unanimously  wanted  this.  The  whole  thing 
is  out  of  order,  but  you  wanted  it  out  of  order,  and  you  asked  this  be  gone  into 
thoroughly,  so  I  will  let  the  questioning  go  on. 

MR.  TANNER:  Your  ruling  is  then  that  the  Committee  has  decided  they  want 
to  go  on  into  the  future  and  ask  the  witness  what  the  possibilities  are  and  what  the 

programme  could  be? 

CHAIRMAN:  My  understanding  is  that  is  what  the  Committee  wanted  unani¬ 
mously. 

MR  TAYLOR:  When  did  we  intimate  that  we  wanted  to  go  into  the  futuie.  It 
seems  to  me  we'  are  not  accomplishing  what  we  came  to  accomplish.  It  seems 
ridiculous  to  me  for  Mr.  Byrne  to  say  what  they  might  do  tomorrow  or  ten  years 

from  now. 

MR.  MORRISON:  We  approached  this  question  yesterday  from  the  point  of  view 
of  democracy  and  I  was  particularly  interested  in  the  witness’s  definition  of  the  term 
-that  if  10%  of  the  people  wanted  something  in  a  proper  functioning  democracy  there 
was  no  reason  why  they  should  not  get  it  even  if  90%  didn’t  want  it.  That  was  not 
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my  idea.  Surely  in  this  little  room  if  we  cannot  make  democracy'  work  alor.g  this 
line,  what  hope  is  there  of  going  any  further? 

MR.  MANNING:  I  think  Mr.  Byme  was  careful  to  point  out  that  the  wishes  of 
the  majority  had  priority  over  the  wish  of  the  minority  in  regard  to  the  order  m 
which  they  should  he  carried  out.  While  this  is  a  very  interesting  discussion  arid 
very  enjoyable.  I  do  feel  that  if  we  are  to  conclude  what  the  Committee  was  called 
for.  we  should  at  least  limit  it  to  that  which  is  involved  up  to  the  present  time.  I 
submit  that  gives  plenty  of  scope  to  deal  with  this  phase  of  the  principle  involved 
with  regard  to  expenditures  that  already  have  been  made  and  are  being  made  without 
anticipating  policy  five  or  ten  years  from  now. 

MR.  SPEAKMAN:  There  is  this  difficulty  in  applying  that  rule.  Te  are  called 
together  to  deal  with  the  public  expenditure  that  has  taken  place  in  respect  of 
Treasury  Branches.  There  are  two  angles  to  this,  the  first  is  the  justification  of  the 
expenditures  up  to  the  present  and  the  other  is  on  the  basis  of  those  expenditures 
laying  a  foundation  for  a  structure  which  will  be  more  satisfactory  than  it  is  now. 
It  would  be  difficult  to  differentiate  between  these  points.  It  might  be  possible  to 
justify  certain  expenditures,  but  it  is  rather  difficult  to  separate  the  two  points. 

MR.  JAMES:  As  we  are  ah  out  of  order  anyway.  I  would  like  to  make  a 
suggestion  I  would  suggest  Mr.  By  me  go  over  all  this  again  for  Mr.  Maha  fry's 
benefit. 

CH AIRMAN :  Members  of  the  Committee,  my  difficulty  is  that  1  cannot  dif¬ 
ferentiate  where  the  policies  of  the  past  will  conflict  with  the  policy  of  the  future. 
If  the  Committee  has  changed  its  mind  in  respect  to  what  it  wants,  now  is  the  time 
to  say  so.  Does  this  Committee  wish  the  questioning  to  continue  in  regard  to  the 
policy  of  the  Treasury  Branches  in  the  future? 

MR.  MORRISON:  1  move  the  Chairman's  ruling  be  upheld. 

MR.  ANSLEY:  1  think  Mr  Speakmans  way  of  putting  it  very  sound. 
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CHAIRMAN:  Does  this  Committee  desire  Mr.  Mahaffy  to  continue  questioning 
the  witness  in  regard  t:  policies  in  the  future?  Vie  will  need  a  standing  vote.  1  see 

Standing  vote  taken.  19-14. 

MR.  TAYLOR:  ".'hat  right  has  Mr.  Byme  to  speak  on  future  government  policy: 
CHAIRMAN:  That  is  up  to  Mr.  Byme. 

MR.  MAHAFFY:  1  would  like  to  ask  you  this  question — how  does  the  system  of 
Treasury  Branches  assist  the  farmer  with  respect  to  the  sale  of  wheat? 

MR.  BYRNE:  Under  existing  conditions  the  control  of  the  marketing  of  wheat  is 
entirely  under  the  Federal  Government,  so  that  in  respect  of  the  sale  of  his  wheat 
they  cannot  possibly  assist  the  farmer:  but  it  assists  the  farmer  indirectly  in  other 
ways. 

Q.  But  you  do  acknowledge  that  it  cannot  have  any  possible  effect  on  his  wheat 
sales? 

A.  Under  existing  conditions,  no. 

Q.  So  that  nothing  the  Treasury  Branches  can  do  can  put  more  money  in  the  hands 
of  the  farmer  from  the  production  of  wheat? 

A.  That  is  a  totally  different  question.  It  certainly  can.  because  he  can  use  the 
proceeds  from  the  sale  of  his  wheat  to  make  purchases  through  the  use  of  the 
Treasury  Branch  instruments  and.  as  a  result  of  that  obtain  some  benefit  by  way 
of  bonus  and  that  kind  of  thing. 

Q.  W ould  you  say  the*  the  only  benefit  that  can  accrue  to  him  is  the  bonus  benefit 
he  may  get  through  the  use  of  the  Treasury  Branches? 

A.  We  are  talking  about  the  sale  of  wheat.  In  respect  to  the  sale  of  wheat,  yes.  but 
the  Treasury  Branches  can  assist  in  regard  to  the  production  of  wheat. 

Q.  How? 

A.  Subject  to  his  having  proper  security  and  conforming  to  the  policy  of  loaning, 
he  can  possibly  obtain  credit  facilities  to  assist  him  in  that,  which  he  otherwise 
might  not  be  able  to  get.  I  don't  know,  it  would  depend  entirely  on  the 

individual  circumstances. 

Q.  Thai  is  what  I  am  trying  to  get  at.  You  say  he  can  avail  himself  of  the  facilities 
of  the  Treasury  Branch  system  and  thereby  be  paid  a  bonus  on  his  Alberta 
purchases? 
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A.  And  other  goods. 

Q.  Yes,  and  secondly  you  say  it  may  be  of  assistance  to  him  in  financing  in  that  he 
can  obtain  loans  from  the  Branches.  Do  the  Treasury  Branches  give  him  any 
other  assistance? 

A.  Those  would  be  the  two  main  features.  They  have  other  services,  which  of 
course  would  be  at  his  disposal. 

Q.  What  about  coal  production.  How  does  the  Treasury  Branch  system  assist  that? 

A.  The  same  would  apply  again  in  regard  to  assistance  in  coal  production,  but  there 
a  good  deal  more  assistance  is  given  to  the  coal  producer  because  to  the  extent 
you  can  increase  internal  purchasing  power,  there  will  be  a  larger  demand  for 
that  coal  within  the  Province  and  that,  of  course,  will  enable  the  producer  to 
produce  more  and  there  will  be  an  all  around  benefit  within  the  Province. 

Q.  You  say  to  the  extent  that  purchasing  power  in  the  Province  is  increased.  To 
what  extent  do  the  Treasury  Branches  increase  purchasing  power? 

A.  To  a  very  substantial  extent  judging  by  results.  For  example,  the  effect  is  not 
only  the  effect  of  the  bonus  paid.  That  is  a  very  small  factor.  To  the  extent 
that  you  get  people  demanding  Alberta  goods  and  Alberta  production  is  in¬ 
creased,  you  get  a  corresponding  increase  in  pay-rolls  and  that  will  build  up  pur¬ 
chasing  power  and  retail  sales;  business  generally  will  prosper. 

Q.  Do  you  contend  that  the  increase  in  purchasing  power  in  the  Province  during 
the  last  two  or  three  years  has  been  caused  by  the  Treasury  Branches? 

A.  That  has  been  one  of  the  factors,  yes.  I  would  certainly  say  that. 

Q.  To  what  extent  has  it  been  a  factor? 

A.  It  varies  with  different  concerns.  In  the  case  of  the  Red  Deer  Condensery,  for 
example,  it  has  been  the  dominating  factor  as  figures  will  reveal.  In  some  other 
industries  it  is  not  so  appreciable.  In  the  Province  as  a  whole  it  is  fairly  sub¬ 
stantial.  It  is  in  regard  to  1939  and  1940  that  I  am  speaking,  for  this  reason — 
that  after  1940  you  begin  to  get  in  this  Province  the  effect  of  the  expenditures 
for  war  purposes  in  the  east  and  of  course  to  a  limited  extent  in  the  west.  There' 
is  always  a  time  lag  in  these  matters  and  though  they  started  in  1940  we 
would  not  feel  the  effects  until  about  1941.  So  in  making  comparisons  it  would 
not  be  fair  to  take  the  years  from  1941  on. 

Q.  What  effect  on  that  do  you  think  the  farm  income  has? 

A.  What  do  you  mean? 

Q.  On  the  general  Provincial  economy? 

A.  It  depends  to  a  great  extent  on  what  the  net  income  of  farmers  is.  If  they  were 
getting  prices  away  below  the  cost  of  production  and  had  a  very  small  net  income, 
it  would  not  have  such  a  considerable  effect. 

Q.  Would  you  agree  with  me  when  I  say  this,  that  when  the  farmer  is  prospering 
in  Alberta,  the  Province  is  prospering  too? 

A.  Entirely.  That  is  true  of  any  economy. 

Q.  It  is  true  also,  is  it  not,  that  during  the  past  few  years  the  farm  income  has 

increased  very  substantially? 

A.  I  would  like  that  term  farm  income  defined. 

Q.  Make  it  gross  income? 

A.  That  does  not  mean  anything.  If  the  farmer  has  to  pay  away  more  than  he 
receives  in  order  to  produce  the  goods,  it  does  not  matter  how  much  the  deficit 
is,  he  has  no  effective  income. 

Q.  Do  you  know  what  that  income  is  for  the  last  four  years? 

A.  I  know  in  the  main  the  farmer  has  been  receiving  less  than  his  production  costs. 

Q.  You  have  no  figures  on  net  farm  income  for  the  past  four  years? 

A.  No  figures  have  been  published. 

Q.  You  have  the  gross  income  figures? 

A.  They  could  be  obtained. 

Q.  Do  you  know  what  they  are?  You  know  that  the  gross  farm  income  has  in¬ 
creased? 

A.  Yes. 

Q.  Would  you  not  agree  that  has  had  a  substantial  effect  on  the  general  economic 
life  of  the  Province? 

A.  To  the  extent  the  farmer  has  had  to  pay  away  more  than  he  has  received,  it  has 
not,  but  to  the  extent  he  has  had  a  margin,  that  would  naturally  stimulate 
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business.  I  could  give  you  some  interesting  figures  on  that,  taking  the  increase 
in  your  manufacturing  industries  and  comparing  that  with  your  increase  in  the 
retail  sales. 

Q.  Have  you  made  any  effort  to  get  the  net  income  position  of  the  farmers  from 
the  Bureau  of  Vital  Statistics,  Ottawa? 

A.  I  don’t  know  whether  they  publish  any  actual  net  income  figures,  because  all  the 
figures  I  have  seen  in  regard  to  what  the  farm  income  is  seem  to  ignore  the  fact 
that  the  farmer  has  certain  very  definite  costs  of  production  and  past  debt 
liabilities  which  are  a  drain  on  his  purchasing  power. 

Q.  I  am  suggesting  the  Bureau  does  publish  such  figures. 

MR.  MAYNARD:  Why  does  he  not  produce  the  figures?  Point  of  order.  The 
same  point  as  yesterday.  Mr.  Mahaffy  is  giving  evidence  here  by  suggesting  things 
to  the  witness  he  does  not  know  anything  about.  He  suggested  the  Vital  Statistics 
branch  had  published  those  figures.  The  witness  does  not  know  anything  about  it.. 
I  think  it  is  a  most  unfair  method  of  trying  to  his  own  views  on  the  record  without 
any  substantiation  whatsoever. 

CHAIRMAN:  I  agree  that  is  so. 

MR.  MAHAFFY:  I  don’t  know  what  views  I  have  tried  to  put  on  the  record. 
Now,  taking  the  hog  production  of  the  Province,  Mr.  Byrne.  In  spite  of  what  Mr. 
Maynard  has  said,  I  assume  you  know  that  production  has  increased  substantially. 

MR.  BYRNE:  Very  substantially.  Of  what  years  are  you  speaking  of? 

Q.  Recent  years. 

A.  Are  we  talking  about  1941  and  1942? 

Q.  You  tell  me  when  it  increased? 

A.  They  stepped  it  up  considerably  in  1941  and  1942. 

Q.  Right.  Have  you  the  figures  on  that? 

A.  I  could  get  them. 

Q.  Do  you  contend  that  increased  production  was  due  to  the  Treasury  Branch 
system? 

A.  No. 

Q.  You  do  not? 

A.  No. 

Q.  Do  you  contend  that  hogs  are  now  being  produced  in  the  Province  at  less  than 
the  cost  of  production? 

MR.  HARTLEY:  What  have  hogs  got  to  do  with  Treasury  Branches.  We  are 
operating  as  a  Committee  under  certain  references  given  to  us  by  the  House.  I 
submit  we  are  out  of  order  entirely. 

CHAIRMAN:  I  gave  my  ruling  that  everything  is  out  of  order,  but  I  decided 
that  is  what  the  Committee  wanted.  I  declare  a  five  minute  recess. 

MR.  MAYNARD:  If  Mr.  Mahaffy  would  indicate  what  other  figures  he  wants  Mr. 
Byrne  could  get  them. 

MR.  MAHAFFY:  I  am  questioning  the  witness  as  he  goes  along. 

CHAIRMAN:  There  will  be  a  recess  of  five  minutes. 

Recess. 

CHAIRMAN:  The  Committee  will  please  come  to  order.  Mr.  Byrne  has  his  data 
here  for  you  now. 

MR.  BYRNE:  I  have  got  these  from  the  official  Trade  and  Industry  statistics  in 
respect  of  the  years  1838,  1939  and  1940. 

MR.  MAHAFFY:  Bring  the  figures  up  as  far  as  you  can. 

MR.  BYRNE:  The  only  figures  this  gives  are  to  1940.  I  know  what  Mr.  Mahaffy 
wants  to  get  at;  it  is  to  what  extent  have  the  Treasury  Branches  been  responsible 
for  the  increase  in  the  production  of  the  economy.  There  is  another  way  of  getting 
at  that  too.  If  he  likes,  I  will  make  a  statement  later  on.  In  wheat  production  for 
1938  the  sales  value  was  $85,956,000;  in  1939,  $83,928,000;  in  1940,  $88,543,000.  For 
1941  I  have  not  got  the  definitely  confirmed  figures;  it  looks  as  though  there  were 
a  very  large  drop,  but  I  would  not  like  to  vouch  for  this  without  first  checking1 
them.  In  1942  there  was  a  definite  increase  to  $118,400,000.  In  swine  production — ■ 
1938,  $14,157,568;  1939,  $17,737,753;  1940,  $24,426,000.  I  will  have  to  check  the  figures 
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for  1941  and  1941  which  are  given  as  $38,584,800  and  $24,792,000.  I  have  not  had  a 
chance  to  check  them  yet  and  they  are  subject  to  confirmation. 

MR.  MAHAFPY:  From  these  and  other  figures  which  I  assume  you  have  available 
to  you,  would  you  say  that  the  value  of  agricultural  production,  speaking  of  gross 
value,  has  substantially  increased  over  the  past  three  or  four  years,  since  the  out¬ 
break  of  war? 

A.  I  would  say,  yes. 

Q.  That  is  all  right,  as  long  as  I  have  the  general  idea.  Now  then,  I  am  going  to 
hurry  along.  Mr.  Byrne,  do  you  think  that  the  increase  in  the  value  of  agri¬ 
cultural  products  produced  in  the  Province  since  the  outbreak  of  war  has  been 
of  material  assistance  to  industry  and  commerce  within  the  Province? 

A.  Very  definitely,  yes. 

Q.  Now,  from  the  public  accounts,  Mr.  Byrne,  you  correct  me  if  I  am  wrong,  it 
appears  that  the  deficits  incurred  by  the  Treasury  Branches  have  increased 
year  by  year? 

A.  To  that  I  would  say  that  I  dispute  that  there  have  been  deficits  in  the  real  sense 
of  the  term.  That  is  to  say,  I  think  that  the  manner  in  which  the  accounts  of 
the  Treasury  Branches  are  presented  to  the  public  give  a  misleading  idea  of  the 
true  facts. 

Q.  In  other  words,  you  don’t  agree  with  the  way  in  which  the  Provincial  Audit  set 
up  the  accounts? 

A.  I  think  the  Auditor  has  no  option.  It  is  the  established  and  orthodox  method,  but 
I  don’t  think  it  gives  a  true  picture. 

Q.  Have  you  asked  him  to  change  the  system? 

A.  It  is  not  my  business  to  ask  anyone  to  change  any  system. 

Q.  On  the  basis  of  dollars  and  cents,  Canadian  dollars  and  Canadian  cents,  the 
deficits  of  the  Treasury  Branches  have  increased  from  year  to  year? 

A.  They  have  been  presented  in  a  manner  which  would  leave  that  impression. 

MR.  HOOKE:  I  would  suggest  that  Mr.  Byrne  be  asked  by  the  Committee  to 
elaborate  on  that  particular  point,  because  it  has  a  definite  bearing  on  the  con¬ 
clusions  to  be  drawn. 

Committee:  Agreed. 

MR.  BYRNE:  I  think  that  the  difficulty  arises,  Mr.  Chairman,  through  the  mis¬ 
conception  which  there  has  been  in  regard  to  the  relationship  of  the  government 
and  the  people  under  a  democracy;  further  that  in  the  presentation  of  the  accounts 
of  the  government,  they  are  presented  in  very  much  the  same  way  as  the  accounts 
of  a  separate  body  or  independent  firm  would  be  presented. 

Let  me  illustrate  what  I  mean.  For  example,  supposing  that  you  had  within 
the  Province  a  well  developed  area  with  quite  a  substantial  population,  and  you 
had  an  adjacent  area  rich  in  minerals  and  various  other  natural  resources,  which 
was  undeveloped  and  there  was  no  access  to  it.  We  will  suppose  that  the  govern¬ 
ment  says,  “We  will  take  one  million  dollars  out  of  public  revenue  and  we  will 
build  a  road  from  the  developed  to  the  undeveloped  area.”  As  a  result  of  that  the 
people  of  the  Province  have  access  to  a  great  deal  more  wealth  in  the  form  of 
natural  resources.  Then  development  starts  to  take  place  there,  and  the  economy 
of  the  Province  is  enriched  four  or  five  or  six  million  dollars  as  a  result  of  that 
undertaking. 

Now,  in  the  way  the  public  accounts  are  presented,  all  that  the  people  see  is  that 
the  government  has  spent  one  million  dollars.  Theie  is  nothing  to  indicate  that 
the  economy  of  the  Province  has  been  enriched,  that  is  to  say  that  the  load  and  the 
development  which  took  place  as  a  result  of  that  road  have  added  to  the  wealth  of 
the  Province  as  a  whole,  as  it  should  if  a  true  pictuie  weie  piesented. 

Supposing  the  government,  instead  of  doing  that,  took  that  one  million  dohais 
and  paid  it  away  to  an  external  creditor — that  is,  paid  off  a  debt  of  the  Piovince. 
That  would  show  in  the  public  accounts  as  a  reduction  of  the  public  debt.  Theie 
is  a  contra  entry  there,  and  though,  as  a  result  of  that  transaction,  the  Province 
has  been  impoverished  and  one  million  dollars  purchasing  power  has  been  taken 
out,  it  is  presented  to  the  public  as  a  better  result  than  if  the  money  was  spent  on 
the  development  of  the  road. 
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I  am  suggesting  that  gives  an  entirely  false  and  misleading  picture  from  the 
peoples’  point  of  view.  A  democratic  government  is  essentially  a  convenience  through 
which  the  people  operate,  and  in  the  presentation  of  their  accounts  should  show  the 
effect  of  any  expenditure  on  the  peoples’  affairs  as  a  whole. 

I  am  not  suggesting  that  because  the  accounts  are  presented  in  the  present 
form  someone  is  doing  something  they  should  not  do.  That  is  the  established  and 
orthodox  method  of  doing  it,  but  I  do  suggest  that  it  is  not  giving  a  correct  picture. 

That  is  the  main  point  I  wanted  to  make,  and  therefore  when  it  comes  to  ’the 
question  of  the  expenditures  of  the  Treasury  Branches,  my  contention  is  that  they 
have  to  be  considered  from  the  point  of  view  of  the  effect  on  the  peoples’  affairs 
as  a  whole.  For  example,  consider  the  payment  of  the  bonus  under  the  Treasury 
Branch  system.  When  that  bonus  was  coming  out  of  the  public  revenue,  that  was 
actually  a  refund  of  taxation  to  the  people  as  a  whole.  I  know  it  will  be  contended 
that  it  could  hardly  be  classed  as  that  because  it  was  paid  to  a  particular  group  of 
persons,  but  that  argument  will  fall  down  on  two  counts.  First  of  all,  because 
every  taxpayer  in  Alberta  had  the  right  to  qualify  for  receiving  that  refund,  and,  on 
the  second  count  it  falls  down,  because  it  is  not  only  the  people  who  received 
the  bonus  that  obtained  the  benefit.  The  increased  purchasing  power  of  the  bonus 
was  only  paid  to  persons  if  they  demanded  Alberta-made  goods,  thereby  increasing 
the  demand  for  the  production  of  those  goods,  stimulating  that  production,  in¬ 
creasing  payrolls  and  benefiting  the  whole  business  of  the  Province.  So  the  effects 
of  it  were  diffused.  The  people  as  a  whole  benefitted. 

From  any  realistic  point  of  view  that  must  be  considered  as  a  refund  of  taxation 
to  the  people,  so  long  as  it  is  coming  out  of  public  revenue.  When  not  coming  out 
of  public  revenue,  it  contributes  a  clear  addition  to  purchasing  power  and  should 
be  shown  as  an  offset  against  any  expenditure  of  the  Treasury  Branches. 

MR.  MAHAFFY:  But  assuming  that  we  carry  along  under  the  financial  system 
which  the  Honorable  Provincial  Treasurer  is  carrying  along  under,  it  is  true  to  say 
that  there  are  deficits  being  incurred  in  the  light  of  that  accounting  system? 

A.  It  is  purely  a  question  of  accounting  and  the  manner  in  which  facts  are' 
presented. 

Q.  Would  this  be  right,  that,  to  put  that  another  way,  money  is  being  spent  in 
order  to  achieve  what  you  consider  are  very  beneficial  results? 

A.  Yes. 

Q.  And  would  it  also  be  fair  to  say  that  it  is  then  up  to  the  members  of  the  Legis¬ 
lature  to  decide  whether  the  results  obtained  justify  the  expenditure  of  that 
amount  of  money? 

A.  Entirely.  As  I  explained  here  yesterday,  in  anything  I  say  I  am  merely  ex¬ 
pressing  a  personal  opinion.  My  position  is  entirely  one  of  a  servant  of  the 
Province,  and  I  can  only  express  an  opinion  or  make  a  recommendation  on  being* 
requested  to  do  so. 

Q.  Using  the  example  you  put  in  that  case  again,  it  would  be  up  to  the  Legislature 
in  this  case  to  decide  whether  or  not  the  Legislature  was  justified  in  spending  one 
million  dollars  on  the  road  you  mentioned  in  order  to  open  up  that  particular 
territory? 

A.  Absolutely. 

Q.  Is  it  true,  as  has  been  said,  that  the  more  business  done  by  the  Treasury 
Branches,  the  more  the  cost  of  operating  them  is  to  be? 

A.  On  a  realistic  reckoning,  I  think  I  could  give  you  the  figures,  the  cost  has  not 
been  increasing.  I  would  dispute  that  from  a  realistic  point  of  view  that  ‘the 
Treasury  Branches  have  cost  the  people  of  the  Province  anything.  I  would  say 
that  they  have  been  a  very  lucrative  investment. 

Q.  For  the  moment,  we  must  base  our  statements  on  the  accounting  system  as  we 
have  them  in  the  public  accounts.  On  that  basis,  is  it  true  that  the  more 
business  the  Treasury  Branches  do,  the  larger  the  cost  is,  as  shown  in  the 
public  accounts? 

A.  I  would  say  that  the  more  business  they  do,  the  greater  will  be  the  gross  cost  of 
administration,  subject  to  the  earnings  that  they  obtain  not  increasing  pro¬ 
portionately. 

Q.  What  are  those  earnings? 
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A.  That  is  a  question  that  should  be  addressed  to  whoever  is  responsible  for  ’the 
administration  side. 

Q.  I  will  ask  you  this.  Was  it  part  of  your  recommendation  in  setting  up  the 
Treasui  y  Branches  that  loans  of  depositors’  money  should  be  made? 

A.  My  recommendations  included,  in  point  of  fact,  that  any  services  the  people 
wanted  and  could  be  given  by  the  Treasury  Branches  should  be  given. 

Q.  Did  you  deal  specifically  with  the  question  of  loans? 

A.  I  don  t  know  that  I  did.  In  a  general  way  if  that  service  was  wanted  it  should 

be  available. 

Q.  As  adviser,  did  you  approve  of  the  Treasury  Branches  making  loans  to  .its 
customers? 

A.  Any  service  the  people  want  from  their  own  institution  and  which  could  be 
given  by  that  institution,  should  be  given.  You  get  back  to  the  question  of  the 
sovereignty  of  the  people. 

Q.  I  think  I  have  asked  quite  a  direct  question.  As  adviser,  did  you  approve  of 
the  Branches  making  loans  to  its  customers? 

A.  May  I  put  it  mode  definitely  then?  Very  definitely,  yes,  if  the  people  to  whom 

those  institutions  belong  want  that  service  and  it  is  able  to  give  them  that 

service. 

Q.  Do  you  approve  of  interest  being  charged  on  those  loans? 

A.  If  the  decision  of  those  responsible  for  administration  is  that,  that  is  the  way  in 
which  to  pay  for  the  service,  that  is  in  order. 

Q.  Well,  Mr.  Byrne,  you  are  public  employee  paid  to  advise  in  respect  of  these 
matters.  This  Treasury  Branch  system,  you  have  said,  is  your  idea.  I  think  the 
Committee  should  have  your  opinion  as  to  whether  or  not  interest  should  be 
charged  on  these  loans? 

A.  I  have  tried  to  answer  that.  I  said  if  that  is  the  manner  in  which  the  service 
that  is  rendered  should  be  paid  for  by  the  individuals  benefitting  from  it,  I 
think  it  is  quite  in  order. 

MR.  HARTLEY:  Point  of  order.  Mr.  Mahaffy  is  now  trying  to  deal  with  policy. 
This  Public  Accounts  Committee  has  no  authority  to  go  into  the  matter  of  policy. 

CHAIRMAN:  That  is  correct.  The  rules  of  the  Public  Accounts  Committee  are 
quite  definite  in  that.  You  have  asked  this  be  allowed  to  go  on,  though  it  is  out 
of  order.  This  should  be  taken  up  in  Agricultural  Committee. 

MR.  MAHAFFY:  Do  I  understand  then  that  on  any  question  of  policy  in  the 
operation  of  the  Treasury  Branches,  I  am  out  of  order. 

CHAIRMAN:  Absolutely. 

MR.  MAHAFFY:  I  have  no  further  questions,  thank  you. 

MR.  FALLOW:  You  mentioned  in  your  evidence  The  Credit  Regulation  Act, 
passed  in  August,  1937,  which  a  few  days  later  was  disallowed  by  the  Dominion' 
Government.  In  your  opinion,  would  that  Act,  if  it  had  been  allowed  to  remain’ 
law,  have  given  the  people  of  Alberta  effective  control  of  their  credit  policy? 

MR.  BYRNE:  Yes,  definitely.  That  was  its  purpose. 

Q.  Would  the  operation  of  that  Act  have  in  any  way  interfered  with  the  rights  of 
the  people  of  other  provinces? 

A.  No,  definitely  not. 

MR.  BOURCIER:  Mr.  Byrne  made  a  statement  in  reply  to  a  question  to  the 
effect  that  the  Treasury  Branches  actually  did  not  cost  the  people  of  Alberta  any¬ 
thing  whatsoever.  I  wonder  if  he  would  explain  that — he  was  prepared  to  do  that 
but  the  questioner  would  not  permit  him  to  answer  except  in  .so  far  as  the  public 
accounts  were  concerned.  I  would  like  Mr.  Byrne  to  tell  us  what  he  meant  when 
he  said  that. 

MR.  BYRNE:  I  will  endeavor  to  give  you  what,  in  my  view,  would  be  a  more 
realistic  way  of  assessing  whether  the  Treasury  Branches  are  a  good  investment' 
from  the  point  of  view  of  the  people  of  Alberta,  apart  from  any  question  of  policy. 

I  think  if  you  will  refer  to  the  Public  Accounts  for  1940,  you  will  find  that  the 
gross  cost  of  administration,  including  bonus,  and  after  the  deduction  of  earnings 
in  that  year  was  $311,810,  with  $85,827  being  paid  in  bonus.  I  suggest  that  that 
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bonus  payment  should  not  be  included  as  a  cost  of  administration,  and  should  be 
deducted  from  the  gross  cost,  which  would  make  your  net  cost  $225,983. 

In  the  year  1941,  taking  the  same  relative  figures,  the  gross  cost  of  administration 
was  $344,522,  which  included  $114,266  bonus.  Deducting  the  bonus  from  the  gross 
gives  you  $230,  256. 

At  that  point,  the  whole  procedure  was  changed.  Up  to  that  year  the  bonus  was 
actually  provided  out  of  public  revenue.  Thereafter  there  was  an  adjustment  made 
in  the  conditions  governing  the  use  of  vouchers  and  vouchers  could  no  longer  be 
exchanged  for  cash,  also  provision  was  not  made  for  the  payment  of  bonus  out  of 
public  revenue  in  that  year.  In  that  year,  excluding  bonus,  which  you  cannot  add 
in,  the  gross  cost  of  administration  was  $240,895,  and  the  bonus  paid  was  $137,450. 
I  maintain  that  that  bonus  payment  was  a  clear  addition  to  the  peoples’  purchasing 
power.  It  was  not  a  refund  of  actual  taxation  taken  out  of  public  revenue,  and, 
therefore,  it  should  be  deducted  from  the  gross  cost  of  administration,  giving  you  a 
net  cost  of  $143,445. 

The  only  manner  in  which  we  can  get  any  idea  of  the  effective  of  this  policy  of 
inducing  people  to  ask  for  Alberta-made  goods,  with  its  effects  on  industry,  par¬ 
ticularly  manufacturing  concerns,  payrolls,  etc.,  is  to  see  what  actually  happened 
during  the  years  prior  to  the  impact  of  the  war  economy  on  the  Province  being 
felt.  There  is  a  time  lag  in  these  matters.  You  would  not  get  the  full  effect  of  the 
initial  operation  of  the  Treasury  Branches  until  1940,  and  you  would  not  get  the 
full  effect  of  the  impact  of  the  expanding  war  economy  on  the  Provincial  economy 
until  possibly  1941,  particularly  as  it  was  not  initiated  in  the  Province;  there  would 
be  a  longer  time  lag  before  the  effects  were  felt  here.  So  I  have  just  taken  the 
years  from  1938  to  1940  for  comparative  purposes. 

During  those  years  the  wholesale  sales  in  the  Province  increased  from  $88,433,000 
to  in  1940  $104,060,368;  the  retail  sales  for  the  same  period  increased  from 
$161,491,000  in  1938  to  $177,597,000  in  1940.  I  will  give  you  some  figures,  which  can 
be  all  checked,  from  the  statistics  in  regard  to  the  effect  that  had  one  employment 
and  wages  in  industry  for  that  same  period  1938  to  1940.  In  1938  to  1940  the 
employment  in  manufacturing  industries  increased  by  20,000  persons,  and  the  wage 
rolls  increased  by  14  million  dollars  a  year.  The  total  of  manufactured  goods  in 
1937  was  roughly  86  million  dollars;  in  1938  it  was  $86,675,000;  in  1939,  $87,474,000; 
and  in  1940,  $107,313,000.  Now,  that  is  an  increase  of  over  20  million  dollars  be¬ 
tween  1938  and  1940. 

I  am  going  to  give  you  an  example,  which  is  outstanding,  but  not  typical  by  any 
means,  to  show  the  general  effect  of  this  policy  of  getting  people  to  ask  for  Alberta- 
made  goods.  I  am  taking  the  Red  Deer  Condensery.  In  1938  the  value  of  its  pro¬ 
duction  was  $229,860,  in  1940  it  was  $438,068;  that  is  an  increase  of  approximately 
$138,000. 

Now,  it  is  interesting  to  note  the  increase  in  the  sales  in  the  Province  of  Alberta 
only.  In  1938  it  was  $93,448;  in  1940,  $227,887,  an  increase  of  approximately 
$130,000.  In  other  words,  practically  the  total  increase  of  the  firm’s  business  was 
due  to  the  increase  in  the  Province  of  Alberta  within  that  period. 

All  the  way  through,  if  you  take  your  manufacturing  industries,  they  show  a 
definite  increase  whether  it  is  building,  construction  or  manufacturing  during  that 
period. 

I  am  not  suggesting  that  the  Treasury  Branches  were  responsible  for  that  total 
increase.  What  I  am  suggesting  is  that  they  were  responsible  for  part  of  that  in¬ 
crease,  and  definitely  stimulated  it.  Though  there  was  a  tendency  to  expand  in  the 
national  economy  it  was  not  such  a  definite  expansion  as  was  taking  place  in 
Alberta  prior  to  the  outbreak  of  war  and  immediately  following. 

We  had  very  definite  handicaps  in  this  Province.  Alberta  is  at  the  peak 
of  the  freight  rate  structure.  There  was  a  considerable  amount  of  adverse  propa¬ 
ganda,  not  making  for  the  closest  possible  co-operation  or  enthusiasm  in  inducing 
people  to  use  their  Treasury  Branches  and  to  make  use  of  the  facilities  they  pro¬ 
vided.  There  was  a  certain  amount  of  blocking  tactics  employed  by  the  Eastern 
interests,  and  there  was  a  definite  policy  of  credit  restriction  within  the  Province. 
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In  spite  of  all  that  an  increase  was  taking  place.  I  am  suggesting  that  if  the 
Treasuiy  Branches  were  responsible  for  only  10%  of  the  increased  business  in  the 
Province  during  that  period,  and  I  believe  the  effect  was  larger  than  that,  then 
the  small  amount  that  was  expended  on  maintaining  the  Treasury  Branches  was 
a  very,  very  lucrative  investment  for  the  people  of  Alberta,  and  if  you  drew  up  a 
balance  sheet  showing  the  expansion  of  the  entire  economy,  it  would  show  a  very 
favorable  balance  from  the  point  of  view  of  the  people  of  the  Province. 

MR.  ANSLEY:  In  regard  to  the  public  accounts  showing  the  earnings  of  the 
Branches,  it  is  true,  is  it  not,  that  that  is  returned  to  general  revenue? 

A.  I  think  the  public  accounts  show  the  earnings  and  in  arriving  at  the  gross  cost 
of  administration  that  item  was  deducted.  I  think  you  will  find  in  your  public 
accounts  that  is  shown. 

Q.  In  the  estimates  it  does  not.  Can  you  give  your  realistic  way  that  should  be' 
accounted  in  our  estimates  where  it  is  not  deducted  from  the  total  estimate.  It 
is  shown  as  returned  to  general  revenue. 

A.  My  understanding  is  that  the  purpose  of  estimates  is  to  asses  the  expenditures 
on  any  particular  activity  of  the  government  during  the  year,  and  to  obtain  the 
approval  of  the  representatives  of  the  people  for  that  being  expended,  so  it  would 
be  in  order  for  these  gross  administration  costs  to  be  approved. 

Q.  One  other  question — the  disallowance  of  any  attempt  to  get  at  this  problem  was 
mentioned.  I  would  like  to  ask  if  in  your  opinion  there  is  a  constitutional 
difference  between  a  measure  being  declared  ultra  vires  and  one  being  dis¬ 
allowed? 

A.  I  think  that  a  lawyer  or  someone  who  is  expert  in  the  niceties  of  the  law 
should  answer  that.  My  understanding  is  that  in  cases  of  disallowance  the 
question  does  not  arise  as  to  whether  in  the  opinion  of  the  interpreters  of  the* 
law,  the  Act  in  question  falls  within  the  jurisdiction  of  the  Province  or  not,  the  action' 
is  arbitrary;  whereas  in  the  case  of  ultra  vires  it  hinges  entirely  on  that  point. 

MR.  HOOKE:  Mr.  Byrne  has  used  the  expresson  several  times  “a  properly  func¬ 
tioning  democracy”.  We  have  here  a  number  of  members  calling  themselves  demo¬ 
cratic.  We  say  we  are  democratic.  The  Independents  say  they  are.  The  Socialist 
member  says  he  is.  We  say  we  are  fighting  for  democracy.  My  question  is  what  is 
the  difference  between  the  generally  accepted  idea  of  a  democracy  today  compared 
with  his  suggestion  of  a  properly  functioning  democracy. 

A.  I  endeavoured  to  touch  on  that  in  a  general  way  yesterday,  namely,  that  in 
order  to  have  a  functioning  democracy  you  must  have  the  supreme  authority 
vested  in  the  people;  that  they  must  be  able  to  state  in  a  coherent  and  definite 
manner  the  results  they  want  from  the  management  of  their  affairs;  and  that  they 
must  be  able  to  enforce  obedience  to  their  collective  will.  We  have  a  democratic 
constitution,  but  not  a  functioning  democracy,  because  on  the  evidence  of  facts, 
the  people  of  all  the  democratic  countries  during  the  years  that  preceded  this 
war  were  having  imposed  on  them  conditions  they  didn’t  want.  They  didn’t 
want  poverty  and  insecurity  and  growing  burdens  of  debt  and  increasing  taxation. 
On  the  evidence  of  cast,  you  have  not  got  the  social  system  so  organized  that  the 
people  were  able  to  gain  the  results  they  want.  They  could  not  state  in  a 
coherent  manner  the  resulted  they  want  and  insist  on  getting  those  results. 

MR.  DEBOLT:  Getting  back  to  the  subject  of  Treasury  Branches.  I  would  like 
to  ask  a  question  from  a  practical  farmer’s  point  of  view.  I  am  a  practical  farmer 
and  I  make  purchases  at  a  retail  store  with  Treasury  Branch  vouchers  which  go  to 
the  wholesaler  and  to  the  packing  plant.  The  packing  plant  comes  to  me  with  more 
voucher  credit  to  purchase  more  hogs.  If  that  voucher  credit  makes  a  complete 
cycle  and  stays  out  there,  does  it  ever  have  to  be  redeemed  by  oithodox  finance 
such  as  a  ten-dollar  bill? 

A.  To  the  extent  the  transactions  can  be  carried  out  in  the  manner  you  outlined, 
by  effective  demands  on  goods  and  services,  of  which  a  lecord  is  meiely  being 
transferred  from  one  account  to  another,  without  xeioence  to  the  monetaiy 
system  at  all,  they  would  not  have  to  be  redeemed  in  cash.  It  is  in  order  to 
enable  people  to  do  that,  that  these  Treasury  Branches  were  established— to 
enable  them  to  have  at  their  disposal  just  such  a  bookkeeping  system. 
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MR.  MARTIN:  Is  there  any  difference  in  that  method  and  if  it  was  paid  by 
cheque  on  a  bank? 

A.  This  very  definite  difference,  that  a  cheque  on  a  bank  is  a  demand  for  legal 
tender  under  all  circumstances.  In  the  particular  case  quoted  it  is  not  a  demand 
for  legal  tender.  It  is  essentially  just  a  transfer  from  account  to  account  of 
effective  demands  on  goods  and  services. 

Q.  Your  answer  is  that  it  is  less  advantageous  than  a  cheque  in  the  bank? 

A.  That  depends  on  the  point  of  view  of  an  individual.  If  he  considers  it  is  more 
important  that  he  should  be  able  to  get  Canadian  currency,  then  he  would 
naturally  consider  the  cheque  on  the  bank  more  advantageous,  but  if  he  con¬ 
sidered  it  was  far  more  important  to  be  able  to  get  away  from  the  dominating 
control  of  the  private  money  monopoly  and  be  able  to  carry  out  transactions 
without  reference  to  the  monetary  system,  he  would  think  it  far  more  important 
to  do  it  the  other  way. 

MR.  WALKER:  A  few  minutes  ago  you  made  the  statement  that  if  the  Treasury 
Branches  were  influential  in  adding  10%  extra  to  the  manufacturers  it  would 
have  been  well  worth  while. 

A.  I  said  if  the  increase  in  the  Provincial  business  was  only  to  the  extent  of  10% 
due  to  the  Treasury  Branches  they  would  have  been  a  very  lucrative  investment 
from  the  point  of  view  of  the  people. 

Q.  I  understand  there  are  two  classes  of  manufacturers,  one  that  co-operated  and 
one  that  did  not.  Is  there  any  statistics  that  would  show  the  increase  of  the 
business  done  by  these  separateley? 

A.  I  quoted  one  example. 

Q.  Those  that  did  not  co-operate? 

A.  No,  I  think  that  the  ones  who  did  not  would  also  benefit,  for  this  reason,  that  in 
the  initial  stages  there  was  no  question  of  differentiating  between  the  one  and  the 
other.  The  purpose  was  to  get  people  Alberta  goods  minded,  so  if  they  saw  an 
Alberta  product  at  comparable  price  and  of  comparable  quality  they  would  give 
preference  to  it,  and  they  would  all  get  the  benefit. 

Q.  Are  there  any  manufacturing  institutions  in  Alberta  that  could  not  sell  their 
product  if  they  did  not  have  this  5%  bonus? 

A.  I  think  they  would  be  able  to  do  so  at  present. 

Q.  Could  they  sell  double  that  amount? 

A.  It  would  entirely  depend - 

Q.  Taking  the  creamery  you  mentioned.  Could  they  sell  double? 

A.  I  dare  say  they  could,  but  they  are  naturally  in  that  position  today  because  of 

the  progress  they  made  immediately  prior - 

Q.  Why  pay  bonus  at  the  present  time  when  they  could  sell  two  or  three  times 
what  they  produce? 

A.  It  is  not  a  year  to  year  policy.  It  is  a  question  of  government  policy.  Of  course, 
I  am  only  expressing  my  opinion — it  is  a  long  range  policy  and  they  have  to  look 
beyond  the  conditions  that  exist  today,  which  are  phenomenal  and  restricted, 
to  the  period  just  after  this  war. 

MR.  MACDONALD:  If  I  understood  the  evidence  of  the  witness  correctly,  he 
stated  that  this  5%  bonus  costs  the  people  nothing.  I  also  understand  the  3%  bonus 
cost  nothing.  I  suppose  if  it  were  increased  to  10%,  or  20%,  or  100%  it  would  cost 
the  people  nothing? 

A.  It  would  depend  entirely  upon  the  effect  it  would  have  in  stimulating  the 
economy  of  the  Province.  The  practical  difficulty  is  that  provision  has  to  be 
made  for  gearing  such  a  system  to  the  established  financial  system. 

Q.  During  the  period  you  have  quoted  the  figures  for,  have  you  made  a  comparison 
of  the  tremendous  expansion  through  the  Western  Provinces  and  Western  United 
States? 

A.  For  1938,  1939  and  1940? 

Q.  Yes.  Have  you  done  that? 

A.  As  I  said,  generally  speaking  there  was  an  expansion — I  would  not  say  it  was 
a  tremendous  expansion. 

Q.  You  have  given  evidence  that  Alberta  has  progressed  tremendously  during  a 
given  period.  Have  you  made  a  comparison  of  what  happened  in  B.C.? 
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A.  I  have  looked  to  see  what  the  general  situation  was. 

Q.  Have  you  made  a  comparison  in  any  given  year? 

A.  No. 

Q.  Have  you  with  any  other  Province  in  Canada?  Have  you  compared  any  Province 

except  Alberta  for  any  of  the  purposes  you  have  mentioned  before  this  Com¬ 
mittee? 

A.  No.  I  have  taken  the  general  economy,  and  in  comparing  B.C.,  for  example,  in 
1940  I  would  expect  to  find  the  expansion  due  to  the  impact  of  the  war  economy 
on  the  economy  of  that  Province  to  have  begun  to  be  felt,  because  it  is  a  more 
industrialized  Province  and  because  of  the  war  establishments,  buildings  and  so 
on  it  would  have  been  effected  earlier  than  Alberta. 

CHAIRMAN:  Any  further  questions? 

MR.  LOW:  I  had  some  questions  for  Mr.  Byrne,  but  I  have  to  be  away  from  here 
in  a  few  minutes,  and  it  would  be  more  convenient  to  take  the  line  of  thought  I 
wanted  to  develop  at  another  time. 

CHAIRMAN:  It  is  five  to  12.  I  would  like  some  direction.  How  many  can  be 
here  on  Monday  morning? 

MR.  TAYLOR:  I  move  we  adjourn  to  the  call  of  the  chair. 

MR.  BOURCIER:  I  believe  it  is  important  that  we  have  the  evidence  of  this 
Committe  printed.  A  motion  would  have  to  go  through  this  Committee  now,  and 
I  would  like  to  propose  that  motion.  I  move  that  the  proceedings  of  this  Committee 
be  printed  and  made  available  to  all  members  of  the  Legislature. 

MR.  JAMES:  I  second  the  motion. 

CHAIRMAN:  Yesterday  you  dealt  only  with  printing  contracts.  The  idea  to 
take  any  printing  of  the  evidence  as  everything  that  may  come  up? 

MR.  TANNER:  That  means  that  as  the  Committee  progresses  the  printing  will  be 
done,  or  does  it  mean - 

MR.  MacLACHLAN:  This  is  an  unusual  procedure,  because  we  have  a  statutory 
committee  to  deal  with  printing,  and  they  decide  what  shall  be  printed.  There  is 
nothing  to  prevent  the  resolution  to  the  House. 

MR.  BOURCIER:  The  House  is  the  final  judge  of  what  shall  or  shall  not  be 
printed.  I  think  it  is  in  order  to  recommend  that  the  proceedings  of  this  Committee 
be  printed. 

MR.  TANNER:  I  think  the  motion  you  put  to  the  House  yesterday  will  require 
the  evidence  to  be  printed  on  printing  contracts  as  a  separate  record.  If  that  is 
true  this  would  have  to  be  another  record.  I  think  the  motion  yesterday  makes  it 
imperative  that  we  print  what  was  taken  on  printing,  and  that  if  this  motion  carries 
you  will  have  one  printing  on  the  whole  thing.  I  think  it  would  be  in  order  to 
rescind  yesterday’s  motion. 

MR.  ANSLEY:  I  think  the  members  will  agree  that  this  evidence  we  are  taking 
now  is  possibly  more  important  than  the  printing.  I  wonder  if  the  mover  would 
consider  letting  printing  go  as  it  is  now  and  applying  the  new  motion  just  to  this 
phase  of  the  investigation? 

CHAIRMAN:  Was  not  your  motion  yesterday  simply  a  progress  report?  Your 
final  report  on  that  matter  would  over  ride  your  progress  report. 

MR.  TANNER:  I  am  of  this  opinion,  that  the  Speaker  would  have  to  rule  from 
our  motion  yesterday  that  the  material  on  printing  would  be  printed  or  mimeo¬ 
graphed,  and  if  this  motion  is  put  the  whole  thing  will  be  printed  and  you  will 
have  duplication. 

MR.  DAVISON:  I  understood  that  Mr.  Bourcier’s  motion  was  that  the  proceedings 
on  Treasury  Branches  be  printed. 

MR.  BOURCIER:  My  motion  was  that  all  proceedings  of  this  Committee  be 
printed.  I  believe  there  will  be  many  requests  from  many  parts  of  this  Province 
for  the  evidence  taken  before  this  Committee,  and  I  don  t  know  whether  the 
printing  contracts  will  be  of  more  interest  to  the  public  than  toe  dieasuiy  Blanches, 
so  I  thought  we  should  make  one  job  of  it.  The  first  motion  means  printing  forty 
or  fifty  mimeographed  copies.  This  motion  involves  the  piinting  of  all  the  pio- 
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ceedings  to  make  it  available  to  the  public  and  members  as  well.  If  you  wish  to 
amend  it,  I  am  quite  agreed. 

MR.  MANNING:  My  view  is  this,  that  there  would  undoubtedly  be  people  in¬ 
terested  in  this  evidence.  Maybe  some  will  be  interested  in  the  evidence  on  printing 
and  some  in  that  on  Treasury  Branches.  It  seems  unwise  to  compile  die  whole 
thing  in  one  volume.  I  would  move  as  an  amendment  to  the  motion  chat  die 
evidence  on  Treasury  Branches  taken  before  this  Committee  be  printed.  The 
previous  motion  calls  for  the  mimeographing  of  the  evidence  on  printing  contracts. 
My  amendment  is  that  the  evidence  on  Treasury  Branches  be  printed. 

MR.  DAVISON:  I  second  that. 

MR.  ROPER:  In  my  view  not  all  the  important  things  that  might  be  said  by 
Mr.  Byrne  have  been  said.  I  would  like  to  ask  him  some  questions.  He  may  be 
able  to  change  my  whole  point  of  veiw  on  the  economic  question.  Because  of 
that  I  feel  that  the  evidence  that  has  come  up  is  very  incomplete,  and  I  feel  diat 
if  for  any  reason  this  meeting  is  not  called  again  and  we  don't  get  that  opportunity 
what  is  printed  will  be  a  very  incomplete  document. 

CHAIRMAN:  The  Committee  can  always  recall  Mr.  Byrne.  I  am  trying  to  find 
out  whether  to  call  a  meeting  Monday  or  Tuesday.  Let's  decide  this  motion  first. 
Are  you  ready  for  the  question  on  the  amendment  to  the  motion  moved  by  Mr. 
Manning  and  seconded  by  Mr.  Davison,  that  the  proceedings  before  this  Committee 
on  Treasury  Branches  be  printed,  and  anything  else  which  may  be  taken  by  this 
Committee? 

MR.  DAVISON:  I  understood  that  the  evidence  would  be  printed  as  and  when 
we  complete  our  labour.  I  am  not  seconding  it  on  the  basis  that  the  work  of  'this 
Committee  dies  when  the  Session  prorogues  and  that  the  evidence  given  up  to  date 
be  printed.  I  have  a  lot  of  questions  to  ask  Mr.  Olive.  If  we  are  going  to  print 
merely  what  happened  up  to  date  of  proroguing  of  this  Legislature,  I  am  not  in 
favour  at  all. 

MR.  MANNING:  My  motion  was  not  based  on  the  Committee  completing  its 
work.  My  view  is  that  it  would  not  be  wise  for  us  to  say  that  just  because  the  House 
prorogues  that  a  member  can  say  he  wants  to  ask  more  questions.  I  mean  to  print 
as  we  go  along. 

MR.  DAVISON:  I  cannot  second  that. 

MR.  TOMYN:  I  will  second  it. 

CHAIRMAN:  All  in  favour  of  the  evidence  of  the  Committee  in  regard  10 
Treasury  Branches  and  any  other  matters  you  may  take  up  in  future  be  printed? 

COMMITTEE:  Agreed. 

CHAIRMAN:  Are  you  ready  for  the  motion  as  amended? 

COMMITTEE:  Agreed. 

CHAIRMAN:  I  declare  the  motion  as  amended  carried. 

MR.  TAYLOR:  I  move  we  adjourn  at  the  call  of  the  Chair. 

MR.  FALLOW:  I  second  that. 

MR.  SPEARMAN :  I  move  an  amendment  that  the  Committee  meet  at  10  o'clock 
Monday  morning. 

MR.  DAVISON:  I  second  that. 

MR.  ANSLEY:  In  your  opinion  will  there  be  a  sufficient  number  of  members  here? 

MR.  TANNER:  If  there  is  not  a  quorum,  the  Committee  does  not  sit. 

CHAIRMAN:  Are  you  ready  for  the  amendment?  Those  in  favour  of  meeting 
at  10  o'clock  Monday  morning  say  aye.  The  ayes  have  it.  The  Committee  will 
adjourn  till  10  o'clock  Monday  morning. 

Adjourned. 
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MONDAY,  MARCH  29th,  943 

CHAIRMAN.  The  Committee  will  please  come  to  order.  When  we  adjourned  on 
Friday,  Mi.  Low  intimated  that  he  had  a  series  of  questions  he  wished  to  put  to 
Mr.  Byrne.  I  will  call  Mr.  Byrne. 

MR.  LOW.  I  wonder,  Mr.  Chairman,  for  the  convenience  of  the  witness,  since  he 
will  be  on  the  stage  piactically  the  whole  morning,  if  it  would  not  be  just  as  wise 
if  he  could  sit  down.  I  don  t  think  it  is  necessary  for  him  to  stand  up  all  the  time. 

CHAIRMAN :  I  think  it  would  be  a  nice  gesture  to  have  him  sit  down. 

COMMITTEE:  Agreed. 

MR.  LOW:  I  have  been  thinking  over  a  number  of  the  problems  which  you 
raised  in  youi  evidence  on  Friday,  more  particularly  on  Friday  than  the  sessions 
previous  to  that.  And  I  have  made  note  of  three  or  four  things  that  were  mentioned 
by  you  which  I  would  like  to  have  developed  more  fully,  particularly  for  the  in¬ 
formation  of  the  Committee. 

Referring  now  to  the  net  cost  of  administration  of  the  Treasury  Branches,  it  was 
mentioned  by  you  in  your  evidence  on  Friday  and  you  seemed  several  times  10  touch 
on  the  services  given  by  the  Treasury  Branches  in  relation  to  banking  services  more 
particularly,  and  I  wonder  if  you  would  mind  telling  the  committee  just  what  you 
had  in  mind. 

MR.  BYRNE:  I  think  it  would  be  easier  to  stand.  The  point  that  was  not 
emphasized  and  which  I  didn't  emphasize  in  regard  to  the  cost  of  the  Treasury 
Branches  was  the  fact  that  they  are  giving  a  definite  service  to  the  public  at  some 
240  points  throughout  the  Province,  which  I  think  is  a  factor  that  has  to  be  taken 
into  account.  The  best  way  to  appreciate  the  value  of  that  service  in  relation  ro  ihe 
administration  cost  would  be,  for  instance,  to  take  an  example  of  any  other  Provincial 
institution  which  gives  a  comparable  service.  The  one  I  am  familiar  with  is  the 
Ontario  Savings  Office,  which  is  also  attached  to  the  Department  of  the  Treasury  in 
Ontario.  That  office  has  been  in  existence  for  about  22  years  as  against  ihe 
Treasury  Branches  which  have  been  in  existence  for  about  4p2  years.  As  compared 
with  about  seven  millions  in  the  Treasury  Branches,  the  deposits  of  the  Ontario 
Savings  Office  is  about  thirty-three  and  three-quarters  million  dollars.  This  is 
entirely  a  savings  business;  it  is  the  only  deposit  of  savings  and  withdrawals  of 
savings  that  they  handle,  which  would  mean  that  in  a  year  che  turn- over  of 
business  would  be  under  fifty  million  dollars,  whereas  the  turnover  in  business 
of  the  Treasury  Branches  (and  this  is  because  customers  are  depositing  and  with¬ 
drawing  the  whole  time  for  the  purpose  of  purchasing  and  business  transactions) 
would  certainly  be  something  over  one  hundred  million  dollars. 

The  number  of  branch  offices  is  roughly  38  in  the  case  of  the  Treasury  Branches, 
and  I  think  I  am  right  in  saying  that  there  are  (I  have  a  note  of  it  in  my  file)  23 
offices  in  Ontario.  Their  cost  of  administration  is  about  $305,000,  that  is  net  cost,  not 
including  the  payment  of  interest,  whereas  the  cost  of  the  Treasury  Branches  on 
the  same  basis  would  be  about  $240,000  including  interest.  Of  course  the  interest 
payments  on  those  deposits  would  amount  to  something  over  one  million  dollars  in 
the  case  of  Ontario,  so  that  there  is  a  very  much  larger  charge  against  the  Treasury. 
That  is  one  aspect  of  the  matter. 

Another  is  that  if  you  take,  for  example,  the  service  the  banks  give  in  ihe 
Province  (and  this  is  not  in  any  way  derogatory  to  the  banks)  to  the  extent  ihe 
banks  make  a  profit  they  do  so  at  the  expense  of  the  purchasing  power  of  ihe 
people  of  Alberta.  That  is  to  say,  if  the  banks  make  a  profit  of  one  million  dollars 
(which  is  roughly  the  pro  rata  proportion  for  the  country)  it  would  mean  that  the 
services  the  banks  are  giving  in  the  Province  of  Alberta  are  costing  che  people  of 
the  Province  upwards  of  one  million  dollars;  I  say  “upward  because  I  am  only 
talking  about  the  actual  revealed  profits  of  the  banks,  and  I  think  it  is  common 
knowledge  that  they  only  reveal  a  portion  of  their  actual  profits. 

That  is  what  I  had  in  mind  in  just  stating  that  the  services  have  to  be  taken  into 
account. 

Q.  When  you  made  the  recommendation  to  the  Government  for  setting  up  ihe 

Treasury  Branch  system  what  services  to  the  people  did  you  have  in  mind, 

relating  it  now  to  what  you  have  just  told  us  about  the  sei vices  and  costs. 
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A.  I  think  I  went  over,  on  Thursday,  the  mam  factor  I  had  in  mind,  namely,  that  it 
was  to  place  at  the  disposal  of  the  people  the  facilities  for  carrying  out  their 
transactions  under  a  system  of  bookkeeping  through  an  institution  under  their 
own  control.  And  I  stated,  I  believe  on  Friday,  that  I  think  the  Treasury 
Branches,  as  an  institution  belonging  to  the  people,  should  give  the  people  any / 
services  which  they,  the  people,  want  and  which  they  are  able  to  give  efficiently. 
Q.  Could  you  name  for  the  benefit  of  the  Committee  the  major  services  that  are 
given  through  the  Treasury  Branches  and  which  you  had  in  mind  at  the  time 
the  recommendation  was  made? 

A.  The  ordinary  facilities  for  deposit  and  withdrawal  of  money  and  for  the  transfer 
from  one  account  to  another  account  of  figures  representing  the  transactions  in 
their  exchange  of  goods  and  services  through  the  transfer  voucher  system;  and, 
of  course,  since  then  they  have  developed,  I  understand,  various  auxiliary 
services,  such  as  the  collection  of  bills,  etc. 

Q.  Have  you  in  mind  any  further  services  that  might  be  given  through  Treasury 
Branches  and  for  which  there  might  be  a  demand.  I  think  you  indicated  the 
other  day  that  we  had  only  reached  a  point  in  the  development  of  the  Treasury 
Branches. 

A.  I  didn’t  exactly  touch  on  that,  but  in  the  first  place - 

MR.  MAHAFFY:  I  don’t  object  to  these  questions,  as  long  as  we  are  going  to  be 
given  a  similar  right  which  we  were  refused  last  week  to  deal  with  future  policy. 

CHAIRMAN:  You  were  not  refused  that  right  on  any  occasion.  I  said  the  pro¬ 
ceedings  were  out  of  order  when  you  dealt  with  policy.  You  said  if  that  is  so  X  have 
no  more  questions  to  ask,  but  I  didn’t  prevent  you  from  proceeding. 

MR.  MAHAFFY:  So  that  we  won’t  have  any  misunderstanding.  I  understand 
that  on  an  objection  taken  by  one  of  the  members  we  were  dealing  with  questions 
of  future  policy  and  you  ruled  it  out  of  order.  What  I  am  suggesting  now  is  that 
the  Honorable  Minister  is  now  asking  questions  dealing  with  future  policy.  I  have 
no  objections  if  we  are  also  allowed  to  question  the  witness  with  regard  to  this 
matter  of  future  policy. 

CHAIRMAN:  So  long  as  the  Committee  was  unanimous  in  allowing  the  questions 
I  allowed  you  to  go  on,  but  if  you  are  raising  the  question  now  I  will  rule  it  out 
of  order.  If  you  are  not  objecting,  and  you  say  you  are  not,  I  will  allow  the  witness 
to  proceed. 

MR.  DAVISON:  I  am,  unless  there  will  be  sufficient  time  so  we  can  ask  questions 
regarding  the  same  matter.  Mr.  Mahaffy  stopped  his  cross  examination  the  other 
day  because  of  the  ruling  you  made. 

CHAIRMAN:  He  sat  down  of  his  own  accord,  saying  if  it  is  out  of  order  I  have 
no  more  questions  to  ask. 

MR.  MacLACHLAN:  I  most  definitely  remember  that.  I  would  ask  ihat  the 
stenographer  read  the  record. 

Miss  Norton  reads  evidence. 

CHAIRMAN:  Certainly.  I  said  it  was  out  of  order.  Mr.  Mahaffy  said  in  that 
record,  I  have  no  more  questions.  Because  you  were  unanimous  in  wishing  10 
proceed,  though  out  of  order,  you  were  allowed  to  proceed. 

MR.  LOW:  I  will  govern  myself  accordingly.  I  would  not  have  any  reason  to 
try  and  break  the  rules  of  the  Committee.  I  stand  corrected,  Mr.  Byrne,  in  your 
evidence  on  Friday,  I  noted  an  illustration  you  gave  of  why  the  established  system 
of  presenting  the  public  accounts  did  not  give  the  people  of  the  Province  the  true 
facts  with  respect  to  the  Treasury  Branches.  I  wonder  if  you  were  suggesting  that 
the  method  of  showing  the  Treasury  Branch  deficit  in  the  public  accounts  does  not 
present  the  true  picture  to  the  people.  Is  that  what  you  had  in  mind? 

MR.  BYRNE:  Yes,  I  tried  to  make  that  clear. 

MR.  LOW:  I  don’t  think  I  got  the  full  significance  of  what  you  said.  Would  you 
mind  amplifying  that  statement? 

MR.  BYRNE:  I  gave  the  illustration  of  a  road  built  from  a  developed  area  to  an 
undeveloped  area.  Applying  that  illustration  to  the  Treasury  Branches,  at  the 
present  time  the  accounts  of  the  Treasury  Branches  are  presented  as  something 
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apart  from  the  operations  of  the  Treasury  Department,  as  such,  and  apart  from 
the  operations  of  the  Government  as  such;  and  the  accounts  of  the  Government,  as 
presented  to  the  people,  do  not  reflect  the  operations  of  the  affairs  of  the  people, 
as  such.  I  am  suggesting  that  under  a  democracy  a  Government  is  merely  a 
convenience  through  which  the  people  operate,  and  that  any  statement  of  Govern¬ 
ment  affairs  should  also  place  before  the  people  a  picture  of  their  own  affairs,  so 
they  can  see  the  effect  of  any  action  taken  by  the  Government  on  the  entire 
economy;  and  further,  that  the  Treasury  Branches  statement  of  accounts  should  fit  in 
with  such  a  statement  of  the  Government’s  affairs  including  the  Treasury  Depart¬ 
ment’s  operation  as  a  whole.  The  Treasury  Branches  should  not  be  isolated  as  an 
activity  far  removed  and  apart  from  all  this  and  operating  on  their  own. 

Q.  You  know,  do  you,  that  the  system  of  accounting  that  has  been  in  vogue  in  the 
Province  for  a  good  many  years  was  designed  by  the  Treasury  Board  early  in  the 
Province’s  history? 

A.  That  is  my  understanding.  It  is  the  established  orthodox  system. 

Q.  If  the  system  as  is  followed  at  the  present  time  does  not  show  the  picture, 
would  it  not  be  the  business  of  the  Treasury  Board  to  make  recommendations  10 
the  Provincial  Auditor  with  respect  to  a  new  set-up? 

A.  Yes.  I  am  not  suggesting  that  anything  being  done  should  not  be  done.  I  am 
just  trying  to  place  before  the  Committee  my  views  in  regard  to  the  fact  that, 
in  order  to  present  the  people  with  a  true  picture,  it  would  be  necessary  to  show 
them  the  relationship  of  Government  activities  to  the  economy  of  the  whole 
Province,  and  I  think  it  would  be  highly  desirable  if  that  could  be  done. 

Q.  Is  that  of  sufficient  importance  that  the  Treasury  Board  should  make  a  thorough 
investigation  of  the  matter  and  take  up  the  matter  with  the  Provincial  Auditor 
with  a  view  to  improving  the  system? 

A.  I,  personally,  think  it  is. 

Q.  Are  you  recommending  that  this  Committee  suggest  to  the  Treasury  Board  a 
thorough  investigation? 

A.  I  don’t  know  whether  that  would  be  the  right  channel,  but  I  would  recommend 
definitely  that  the  matter  should  be  looked  into. 

Q.  There  was  another  matter  mentioned  by  you  which  I  felt  was  not  covered  as 
fully  as  I  would  have  liked  to  see  it  covered.  That  is  with  respect  to  a  Social 
Credit  plan.  I  think  Mr.  Mahaffy  commented  on  the  fact  you  were  not  prepared 
to  outline  a  complete  plan.  I  got  the  idea  that  Mr.  Mahaffy  was  not  satisfied 
with  the  fact  you  were  not  prepared  to  submit  a  detailed  and  complete  plan. 
I  think  you  stated  that  such  a  thing  at  this  stage  would  be  premature. 

MR.  MAHAFFY:  The  main  thing  was  he  didn’t  have  any  plan. 

MR.  LOW:  I  wonder  if  it  would  not  be  wise  for  the  Committee  to  understand 
why  and  what  you  had  in  mind. 

MR.  BYRNE:  I  don’t  think  I  could  add  very  much  to  what  I  said.  I  believe  I 
could  illustrate  my  point  best  if  I  were  to  put  forward  a  military  analogy.  If,  let 
us  say,  the  persons  responsible  for  the  conduct  of  the  war  were  asked  to  produce 
a  plan  for  what  they  were  going  to  do  when  they  got  to  Berlin,  they  would  probably 
reply,  “The  first  job  is  to  get  to  Berlin.  We  are  not  going  to  say  what  we  will  do 
when  we  get  there  when  we  don’t  even  know  what  will  be  left  of  the  place,  the 
conditions  which  will  exist,  or  anything  else.”  The  point  I  was  trying  to  make  is  that 
it  is  entirely  premature  to  talk  about  a  plan  as  to  what  can  be  done  when  ihe 
people  have  control  of  their  own  credit  resources  until  they  do  have  that  control, 
and  you  know  the  conditions  and  circumstances  which  exist  at  chat  lime. 

Q.  In  connection  with  that,  I  think  you  mentioned  that  one  of  the  major  objects  in 
setting  up  the  Treasury  Branch  system  was  to  give  the  people  better  access  to 

their  resources? 

A.  That  is  correct. 

Q.  Do  you  recall  the  action  taken  by  the  Legislature,  I  think  in  1937,  in  respect  to 
a  bank  charter*'* 

A.  My  recollection  is  that  it  was  during  1938  or  1939  that  a  request  was  made  to 

the  Dominion  Government  for  a  bank  chai  tei . 

Q.  What  I  had  in  mind,  of  course,  was  the  resolution  put  through  the  Legislature 
in  1937  asking  or  directing  the  Government  to  make  application  foi  the  bank 
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charter.  After  the  resolution  was  put  through  this  Legislature  the  matter  was 
raised  on  the  floor  of  the  Dominion  House  by  the  New  Democracy  members  and 
at  the  time  this  was  raised  you  will  recall  that  Mr.  Dinning,  then  Minister  of 
Finance,  promised  the  House  that  if  the  Government  of  Alberta  made  applica¬ 
tion  for  a  bank  charter  that  it  would  be  given  serious  and  sympathetic  con¬ 
sideration,  and  I  believe  he  practically  promised  that  the  charter  would  be 
given  and  that  the  people  in  Alberta  would  be  given  every  opportunity  to  make 
an  ample  and  comple  demonstration  of  their  ability  to  handle  a  bank.  Now 
subsequently  an  application  was  made  to  the  Dominion  Government  in  1939. 
That  was  after  the  Treasury  Branch  system  had  been  started.  I  think  they  were 
started  in  1938.  That  is  as  far  as  I  would  like  to  go.  I  want  some  questions  here. 
Would  the  setting  up  of  a  Provincial  bank,  such  as  was  applied  for,  have  given 
the  Alberta  people  a  better  access  to  their  resources? 

A.  Yes,  for  this  reason,  that  the  banks  have  certain  powers  in  regard  to  credit 
creation  and  that  kind  of  thing,  which  of  course  Treasury  Branches  have  not  got, 
so  that  if  you  had  either  one  of  the  Chartered  Banks  at  the  present  time  operating 
in  obedience  to  the  will  of  the  people,  or  the  policy  determined  by  the  people 
as  a  whole,  or  if  the  Province  had  a  banking  institution  of  its  own  with  those 
powers  it  would  certainly  be  a  material  help. 

Q.  In  your  advice  to  the  Government  in  1937  or  1938  and  up  to  the  time  this 
application  was  made  for  a  bank  charter,  did  you  recommend  securing  such  a 
bank  charter? 

A.  I  recommended  that  application  should  be  made  to  take  advantage  of  Mr. 
Dunning’s  offer. 

Q.  At  the  time  you  made  your  recommendations  were  you  aware  of  any  handicaps 
that  might  have  existed  then  with  respect  to  the  confidence  of  the  people  in  such 
an  institution? 

A.  I  think  that  handicap  was  inherent  in  the  situation.  There  had  been  a  good 
deal  of  adverse  comment  on  the  fact  that  in  1935,  I  believe  it  was,  payment  on 
savings  certificates  had  been  suspended  owing  to  no  adequate  provision  having 
been  made  to  meet  cash  demands  on  that  fund,  and  the  claims  that  “the  credit  of 
the  Province  was  shot  to  pieces”  and  that  kind  of  thing.  Establishing  a  Provin¬ 
cial  bank  would  have  involved  definite  psychological  handicaps.  The  question  of 
public  confidence  is  of  primary  importance  in  getting  a  bank  going  and  it  would 
have  been  a  handicap  at  that  time. 

Q.  The  savings  certificate  situation  did  constitute  a  rather  serious  problem  to  be 
overcome  before  the  people  would  be  prepared  to  support  the  Government  in 
any  attempt  at  a  demonstration  that  a  government  could  handle  monetary 
arrangements? 

A.  It  would  have  been  a  definite  psychological  handicap. 

Q.  In  1938  the  Treasury  Branch  system  was  set  up.  Was  there  any  relation  be¬ 
tween  that  problem  of  savings  certificates  and  the  inducement  given  to  the 
people  to  make  use  of  the  services? 

A.  The  same  factor  would  have  been  one  of  the  handicaps  in  getting  the  Treasury 
Branches  going.  A  large  number  of  people  probably  even  today  are  not  using 
the  Treasury  Branches  because  of  some  lingering  doubts  they  have  in  their 
minds  as  a  result  of  the  adverse  propaganda  that  a  Government  service  of  chat 
nature  would  not  give  them  the  same  service.  I  would  dispute  that  there  are 
any  sound  grounds  for  that. 

Q.  In  your  opinion  have  we  largely  overcome  that  handicap? 

A.  Yes,  I  would  say  that  if  you  have  not  largely  overcome  it  yet,  it  is  being 
overcome,  because  of  the  growth  of  the  deposits  in  the  Treasury  Branches. 

Q.  Would  you  consider  that  of  great  importance,  to  have  restoration  of  the  people’s 
confidence  in  the  Government’s  policy  to  set  up  and  administer  successfully  a 
banking  service  to  help  them  to  get  access  to  their  own  resources? 

A.  Yes.  May  I  put  it  this  way — that  what  is  not,  I  think,  generally  appreciated,  is 
that  the  Treasury  Branches  are,  or  a  Provincial  bank  would  have  been,  an 
institution  belonging  to  the  people  themselves  and  that,  to  the  extent  the 
people  utilized  the  services  of  their  own  institution  and  build  it  up,  so  not  only 
would  confidence  grow  proportionately  but  benefits  would  accrue  to  the  people 
correspondingly. 
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Q.  Just  one  question  further.  Have  the  increased  deposits  in  the  Treasury  Branches 
indicated  in  any  way  that  the  handicap  is  being  overcome? 

A.  Very  definitely,  in  my  opinion;  the  expansion  is  steady. 

Q.  Leaving  that  for  just  a  moment.  There  was  another  matter  brought  up  in 
connection  with  Mr.  Mahaffy’s  questioning  I  would  like  to  follow,  and  that  is  this 
question  of  property  and  civil  rights  versus  sovereignty  in  money  matters.  In 
connection  with  that  I  believe  industrialization  was  brought  out.  Is  there  any 
reason  why  the  existing  banking  service  and  institutions  in  this  Province  could 
not  have  brought  about  the  industrialization  programme  in  this  Province? 

A.  None  whatever.  It  is  entirely  a  question  of  policy  and  who  controls  that  policy. 
The  resources  are  here.  I  think  there  has  been  plenty  of  evidence  that  the 
people  want  access  to  those  resources.  To  give  them  that  access  is  purely  a  ques¬ 
tion  of  organization.  The  monetary  and  other  instruments  for  bringing  about 
that  organization  are  available  and  there  is  no  physical  reason  why  it  should 
not  have  taken  place. 

Q.  A  question  was  asked  with  respect  to  specific  industries  set  up  in  the  Province  as 
a  result,  or  that  were  continued  in  the  Province  as  a  result  of  the  Treasury 
Branch  and  Interim  programme  schemes.  I  believe  the  woollen  mill  at  McGrath 
was  mentioned.  Have  you  any  knowledge  of  the  affairs  of  the  mill  there? 

Q.  In  a  general  way,  but  I  think  in  a  specific  industry  like  that  the  facts  would  be 
better  brought  out  by  the  persons  responsible  for  its  administration. 

Q.  You  did  not  know  they  had  sought  aid  from  the  bank? 

CHAIRMAN:  I  am  afraid  that  is  giving  evidence.  It  is  out  of  order. 

MR.  LOW:  Are  you  familiar  with  various  attempts  to  set  up  industries  in  the 

Province  of  Alberta  in  the  past? 

MR.  BYRNE:  I  would  not  say  that  I  could  speak  with  complete  knowledge  of  che 

facts. 

Q.  Let  me  get  at  it  in  this  way.  Is  it  a  fact  that  Alberta  has  not  been  in¬ 
dustrialized? 

A.  Yes,  not  adequately. 

Q.  What  do  you  mean  by  adequately  industrialized? 

A.  You  have  resources  for  having  a  very  much  more  balanced  economy  than  exists; 
with  the  natural  resources,  including  the  energy  resources,  and  other  assets  of  the 
Province  it  would  be  possible  to  a  have  a  highly  industrialized  Province. 

Q.  If  it  is  possible  with  our  resources  then,  can  you  suggest  why  it  has  not  been 
done? 

A.  It  is  entirely  a  question  of  policy.  For  one  thing,  I  think  that  there  is  an 
erroneous  idea  on  the  part  of  the  large  eastern  industrial  institutions  that  if 
Alberta  was  industrialized  they  would  suffer  as  a  result  and  lose  this  market;  and 
secondly,  it  has  not  suited  the  policy  of  the  institutions  which  control  vhe 
monetary  facilities  for  enabling  the  industrialization  to  take  place. 

Q.  You  would  not  think  there  were  any  natural  barriers  such  as  climatic  barriers? 

A.  Not  natural  barriers.  There  are  artificial  barriers,  such  as  freight  rates,  which 
operate  against  this  Province  more  than  any  other  province  in  the  Dominion. 

Q.  Are  you  suggesting  there  might  be  some  tie-up  between  the  transportation  com¬ 
panies  and  institutions  set  up  for  financing  such  needs  to  prevent  Albeita  getting 
industries? 

A.  I  don’t  think  that  I  should  make  any  suggestion  along  that  line.  It  is  not 
inherent  in  the  situation  that  that  kind  of  freight  late  stiuctuie  should  ^xist. 

Q.  When  the  Treasury  Branch  system  was  set  up  in  1938,  was  it  a  part  of  your 
recommendation  that  struggling  industries  be  assisted  to  get  on  theii  feet? 

A.  Yes,  provided  they  were  economically  sound  and  their  potentialities  were  such 
that  they  could  produce  goods  of  comparable  quality  and  price  with  goods  pro¬ 
duced  outside  the  Province. 

Q.  Are  you  familiar  enough  with  what  has  happened  since  1938  to  say  whether  or 
not  the  Interim  Programme,  of  which  the  Treasury  Branch  system  is  the  majoi 
part,  has  been  able  to  give  the  impetus  and  inducement  to  the  struggling  industries 

you  thought? 

A.  To  a  limited  extent. 

Q.  You  are  quite  satisfied  in  saying  there  has  been  growth  in  the  industries  because 

of  that? 
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A.  That  is  my  idea. 

MR.  ROPER:  I  want  to  ask  some  questions  of  Mr.  Byrne.  I  have  particular 
reference  to  your  suggestion  that  the  accounts  which  show  deficits  in  the  Treasury 
Branches  are  not  realistic  because  they  don’t  take  the  general  economic  picture  of 
the  Province  into  consideration.  As  I  remember  it,  you  used  as  an  index  of 
that  the  increase  in  retail  sales,  and  the  increase  in  wholesale  sales. 

A.  I  was  giving  a  general  indication  of  the  expansion  in  the  economy. 

Q.  You  used  those  figures  as  an  index? 

A.  All  I  was  indicating  was  that  there  was  an  expansion  during  that  time  and  X 

suggested  that  even  if  10%  of  that  expansion - 

Q.  You  did  use  those  figures  as  an  illustration.  So  you  would  say  that  the  realistic 
view  of  the  operation  of  the  Treasury  Branches  is  that  because  they  were  operat¬ 
ing  this  expansion  took  place? 

A.  I  made  it  plain  that  the  whole  economy  was  expanding,  but  that  there  was  a 
time  lag,  which  would  operate  more  in  the  case  of  Alberta  than  it  would  in  the 
case  of  any  other  province.  Alberta  would  be  the  last  to  feel  the  effect  of  that 
expansion  and  that  was  why  I  could  not  go  beyond  the  year  1940,  because  by 
then  we  would  be  beginning  to  feel  the  full  impact. 

Q.  You  used  the  years  1938  to  1940.  Would  that  time  lag  exist  in  later  years? 

A.  We  would  not  catch  up  in  1941  with  the  rate  of  expansion  going  on  in  the 
Maritime  Provinces  and  the  coast  Province  of  B.C. 

Q.  Would  it  apply  to  Manitoba  and  Saskatchewan? 

A.  I  would  expect  to  see  the  effect  reach  Manitoba  sooner,  Saskatchewan  next, 
Alberta  next. 

Q.  That  is  interesting.  I  will  put  it  this  way.  If  those  other  provinces  showed  a 
considerable  increase  or  an  increase  that  was  greater  than  ours  by  a  sub¬ 
stantial  amount,  would  you  also  argue  that  some  policies  of  these  governments 
were  responsible  for  it? 

A.  It  would  depend  upon  all  the  factors  involved.  In  the  case  of  Saskatchewan  if 
you  use  the  years  1939  and  1940,  you  have  to  take  into  account  that  in  1937  they 
had  a  bad  year  and  therefore  you  would  expect  in  1937  and  1938  a  very  drastic 
drop  in  their  economy,  so  if  in  1939  they  took  a  forward  step  and  you  took  it  in 
relation  to  those  bad  years  it  would  show  up  far  better. 

Q.  What  about  1939  and  1940? 

A.  If  you  are  going  to  compare  1939  with  1937  and  1938  I  think  you  would  find  there 
should  have  been  a  substantial  increase.  I  think  you  would  find  that. 

Q.  You  are  arguing  then  that  because  of  some  peculiar  position  of  this  Province 
we  must  not  make  any  comparisons  with  other  provinces? 

A.  I  am  saying  all  factors  should  be  taken  into  account. 

Q.  I  have  heard  a  great  deal  because  of  this  Province  being  in  a  favored  position 
because  of  our  greater  resources  and  so  on.  Why  should  we  be  in  that  position? 

A.  The  advance  to  which  I  referred  was  made  in  spite  of  definite  handicaps,  in 
spite  of  the  freight  rates,  the  fact  we  would  feel  the  effect  of  the  expanding 
economy  last,  because  we  had  a  policy  of  credit  restriction  in  Alberta  which  had 
to  be  worked  against,  and  the  fact  that  there  was  adverse  propaganda  not  cal¬ 
culated  to  make  for  the  closest  possible  co-operation  between  the  people. 

Q.  All  those  factors  should  make  the  position  of  Alberta  worse  than  that  of  any 
other  province  in  Canada? 

A.  Under  ordinary  circumstances,  if  there  was  greater  credit  restriction  in  Alberta 
than  in  other  provinces  and  discrimination  in  respect  of  the  price  received  by 
farmers,  etc.,  it  would  operate  definitely  against  Alberta. 

Q.  Would  it  be  as  between  Alberta  and  Saskatchewan  and  Manitoba  very  much 
worse? 

A.  It  would  depend  entirely  upon  the  policies.  If  in  any  one  province  you  were 
getting  greater  credit  restriction  and  greater  co-operation - 

Q.  Just  to  be  specific.  I  took  the  trouble  to  look  up  the  Canada  Year  Book  and 
those  figures  you  gave  us  the  other  day.  I  would  like  an  expansion  of  those 
figures.  You  spoke  of  the  wholesaler.  The  Canada  Year  Book  of  1942  says  at 
going  to  press  it  didn’t  have  the  figures  for  1941.  The  1941  book  has  them  for 
1938  and  1939,  and  I  find  that  wholesale  sales  in  Alberta  went  up  from  $88,000 
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to  $92,000  or  an  increase  of  5%,  from  1938  to  1939,  and  in  Saskatchewan  they  went 
up  from  $67,000  to  $74,000,  or  an  increase  of  10.5%? 

A.  I  would  expect  that. 

Q.  In  Manitoba  there  was  an  increase  of  5%,  the  same  as  Alberta  exactly.  The 
retail  shows  a  little  different  picture.  In  1938  it  was  $161,000,000.  In  1939, 
$164,000,000,  an  increase  of  1.7%.  In  Saskatchewan  the  increase  was  from  129 
million  to  144  million,  or  an  increase  of  11.7%.  Now,  we  come  to  1939  and  1940 
and  we  find  that  in  1939  in  Alberta  we  had  a  rise  from  164  million  to  177  million, 
or  an  increase  of  8.1%,  but  in  Saskatchewan  there  was  a  raise  from  144  million  to 
162  million,  or  an  increase  of  12.3%.  In  Manitoba  there  was  an  increase  from  161 
million  to  176  million,  or  an  increase  of  9%.  I  find  that  there  is  only  one  other 
province  in  Canada  with  a  lower  increase  than  Alberta  and  that  is  Prince  Edward 
Island,  between  1939  and  140. 

I  want  to  ask  again  in  the  light  of  those  figures  if  you  can  argue  that  the 
Treasury  Branches  had  any  part  in  this  increase  in  Alberta?  Why  could  not  the 
governments  of  Manitoba  and  Saskatchewan  claim  their  policies  were  even  better 
because  they  had  much  larger  increases? 

A.  You  have  to  take  all  the  factors  into  account.  If  you  will  look  up  and  see  the 
income  from  field  crops  for  example,  in  Saskatchewan  in  1937  and  1938  you  will 
find  that  1937  was  a  particularly  bad  year.  Alberta  had  a  normally  good  year. 

Q.  I  am  mentioning  1939  and  1940. 

A.  The  income  in  1937  would  be  the  basis  of  your  1938  purchases.  Your  income  in 
1938  would  be  the  basis  of  your  1939  purchases,  and  you  will  find  that  Saskatche¬ 
wan,  which  is  more  dependent  upon  this  income  from  agriculture  than  Alberta, 
had  two  bad  years,  at  least  one  really  bad  year,  1937.  1938  was  not  so  good  and 
they  caught  up  again  in  1939.  In  comparison  to  1938  or  1939,  in  1940  they  would 
show  a  bigger  increase,  but  if  you  look  it  up  you  will  see  the  point  they  had 
reached  in  their  index  of  retail  sales — and  you  will  find  I  think  that  Alberta — I 
would  not  like  to  say  for  certain — was  third  or  fourth  in  the  Dominion. 

Q.  In  production  you  mean? 

A.  That  would  be  in  retail  sales — the  actual  purchases. 

Q.  I  don’t  know  whether  these  are  the  figures  you  are  referring  to,  but  I  find  this 
table  gives  the  increase  in  Nova  Scotia,  20%;  New  Brunswich,  15%  Quebec,  10%; 

Ontario,  12%;  Manitoba,  9%;  Saskatchewan,  12%;  Alberta,  8%,  and  British  Columbia, 

11%.  Alberta  has  the  lowest  increase. 

A.  You  are  taking  the  increase  in  retail  sales  from  1939  to  1940.  When  I  said  the 
index  I  meant  taking  the  figures  on  a  comparable  basis.  I  think  somewhere  in 
the  Canada  Year  Book  there  is  a  table  which  takes  1930  as  the  basic  year  and 
then  relates  the  percentage  to  that.  Taking  1930  as  100,  the  percentage  those 
different  provinces  have  achieved  in  coming  up  to  that  figure. 

Q.  There  is  a  table  for  1930  and  the  difference  between  the  two  Provinces  of  Alberta 
and  Saskatchewan  is  so  small  you  can  hardly  see  it. 

A.  But  the  index  I  am  referring  to,  showing  1940  in  relation  to  that  index  of  100— how 
near  did  Saskatchewan  come  up  to  it  and  how  near  did  Alberta? 

Q.  How  can  you  do  that  in  view  of  the  fact  that  the  Alberta  population  has  in¬ 
creased  greatly  since  1930  and  that  of  Saskatchewan  has  gone  down  in  the  last 
10  years  at  least? 

A.  I  assume  that  if  the  statisticians  know  their  job  they  would  make  adjustments. 

Q.  I  want  to  show  that  your  appraisal  is  different  than  that  in  the  public  accounts - 

A.  You  had  an  expanding  economy  and  that  should  be  shown  to  the  people  with  all 
the  different  factors  involved. 

Q.  I  took  the  very  figures  you  used,  which  had  to  do  with  production— I  find  that 
the  figures  mentioned  in  the  Canada  Year  Book  are  these;  1938,  roughly  308 
million  in  Alberta;  1940,  398  million,  or  an  increase  of  17%  from  1938  to  1940.  I 
find  that  in  1938  the  production  in  Saskatchewan  was  231  million,  and  went  up  to 
358  million,  or  an  increase  from  1938  to  1940  of  55%.  Manitoba,  263  million  in 
1938  and  338  million  in  1940,  or  an  increase  of  29%,  as  against  our  17%. 

A.  I  would  like  to  know  whether  you  looked  up  the  per  capita  production  in  Alberta 
as  compared  with  those  other  provinces? 

Q.  That  has  been  higher  all  the  way  through. 

A.  Yes,  and  therefore  more  difficult  to  maintain  than  at  a  lowei  pei  capita  level. 
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Q.  I  just  was  asking  questions  about  the  figures  you  used. 

CHAIRMAN:  There  will  be  a  five  minute  recess. 

Recess. 

CHAIRMAN:  The  Committee  will  please  come  to  order. 

MR.  ROPER:  Just  one  question.  On  this  question  of  the  per  capita  increase  in 
production  I  find  that  according  to  the  Year  Book  the  increase  in  per  capita  in 
Alberta  from  1938  to  1940  was  from  226.13  to  297.01,  and  in  Saskatchewan  from  145.57 
in  1938  to  231.79  in  1940.  This  is  actual  production.  Manitoba  from  201  in  1938  to  243 
in  1940.  This  is  a  rate  of  increase  in  Alberta  of  11%  in  the  per  capita  production,  in 
the  Province  of  Saskatchewan  60%  and  in  Manitoba  20%. 

A.  That  bears  out  exactly  what  I  was  saying  that  it  is  far  more  difficult  if  you  have 
a  high  per  capita  production  to  increase  that,  than  it  is  to  increase  it  from  a  low 
per  capita  production  to  normal  per  capita  production. 

Q.  In  other  words,  you  used  this  argument  in  favour  of  your  idea  that  the  account  is 
not  realistic,  but  when  the  same  arguments  are  used  for  the  other  provinces  you 
won’t  accept  them? 

A.  That  is  not  the  inference.  I  quoted  certain  figures  previously  to  show  that  from 
1939  to  1940  an  expansion  had  taken  place  in  the  Province  of  Alberta.  I  quoted 
a  specific  instance  of  one  industry  where  this  expansion  took  place  entirely  as  a 
result  of  increased  purchasing  of  this  product  within  the  Province  during  that 
period,  and  which  had  an  opportunity  of  increasing  its  sales  previously  but  it 
didn’t.  That  expansion  took  place  entirely  during  those  years.  I  quoted  another 
industry  which  would  not  be  in  existence  but  for  the  assistance  rendered  by  the 
Interim  Programme,  but  I  said  that  to  a  greater  or  lesser  degree  that  would  operate 
all  the  way  through  and  suggested  that  if  only  10%  of  the  expansion  was  due  to 
the  increased  demand  for  Alberta  products  as  a  result  of  the  Interim  Programme, 
the  Treasury  Branches  would  be  a  very  lucrative  investment. 

Q.  If  you  say  that  about  a  specific  instance  in  Alberta,  do  you  think  for  one  moment 
someone  speaking  on  behalf  of  the  government  or  banks  would  not  be  able  to 
say  this  industry  and  this  one  were  brought  increases  by  this  policy  existing  in 
this  Province?  Do  you  think  they  could  not  make  that  same  point? 

A.  If  they  had  actually  aided  in  the  marketing  of  their  products  in  the  Province  and 
had  expended  a  certain  amount  of  effort  in  that  they  would  be  justified. 

Q.  Would  not  bank  loans  come  within  that  as  well  as  Treasury  Branches? 

A.  If  the  policy  accompanying  those  bank  loans  was  directed  to  inducing  the  person 
to  ask  for  a  Saskatchewan-made  product  for  instance,  I  would  say  yes. 

MR.  MANNING:  Just  one  question  on  this  matter  of  per  capita  production — 
what  would  be  the  difference  between  the  fluctuation  in  per  capita  production  in  a 
province  dependent  largely  on  agriculture  for  its  provincial  income  as  compared 
with  a  province  like  Alberta  where  it  is  spread  over  a  large  variety  of  industries. 

A.  You  would  expect  a  more  violent  fluctuation  naturally. 

Q.  Would  it  be  difficult  therefore  to  make  an  accurate  comparison  between  an 
agricultural  province  such  as  Saskatchewan  and  a  more  diversified  province  such 
as  Alberta? 

A.  Naturlally,  if  all  the  factors  were  taken  into  account. 

Q.  A  mere  comparison  of  figures  would  not  tell  the  whole  story? 

A.  No. 

Q.  On  the  matter  of  wholesale  and  retail  sales.  If  as  a  result  of  the  encouraged  use 
of  Alberta-made  goods  through  the  Interim  Programme  the  people  of  this  Province 
bought  $100,000  worth  of  canned  milk  instead  of  buying  imported  products  would 
that  make  any  difference  in  the  wholesale  or  retail  trade  figures? 

A.  It  would  to  this  extent,  that  that  mean  an  increase  in  that  firm’s  output  which 
they  would  not  have  obtained  otherwise.  It  would  mean  an  increase  in  pay-rolls 
and  purchases. 

Q.  I  don’t  make  my  question  clear.  I  am  speaking  of  the  statistics  showing  the 
total  retail  sales  of  the  Province.  Would  there  be  any  variation  in  those  figures 
whether  they  bought  $100,000  worth  of  goods  imported  from  Ontario  or  those 
made  in  Alberta? 

A.  No. 
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Q.  Without  any  change  in  retail  sales  could  there  be  a  benefit  to  the  Province  as  a 
result  of  a  transfer  from  external  to  internal  purchases? 

A.  Definitely. 

Q.  Are  the  retail  and  wholesale  sales  necessarily  an  indication  of  that  benefit  to 
the  Province? 

A.  To  this  extent,  that  your  retail  sales  should  indicate  the  increase  in  purchasing 
power  if  the  retail  sales  include  all  the  goods  purchased  by  the  public  for  their 
consumption. 

Q.  Would  the  Province  benefit  as  a  result  of  the  transfer  of  purchases,  of  the  people 
buying  Alberta  made  goods,  as  compared  with  imported  goods,  even  if  there  were 
no  increase  in  retail  sales? 

A.  Definitely,  because  it  would  be  building  up  industries  and  establishing  people 
in  employment  in  the  Province  with  a  corresponding  increase  in  producing  power. 

Q.  Would  you  say  that  situation  has  resulted  from  the  Interim  Programme? 

A.  I  thing  the  amounts  paid  in  consumers’  bonus  indicate  very  clearly  that  has 
happened. 

Q.  You  mentioned  in  your  evidence  that  the  Interim  Programme  is  a  step  to  an  end, 
that  it  is  not  a  Social  Credit  economy  in  itself? 

A.  Right. 

Q.  Would  you  make  clear  to  the  Committee  the  difference  between  the  Interim 
Programme  and  Treasury  Branches  as  compared  with  a  state  that  was  operating 
under  a  Social  Cedit  economy? 

A.  Yes.  I  thought  I  had  brought  that  out  on  Thursday,  but  the  essential  difference 
would  be  this,  that  the  purpose  of  establishing  the  Treasury  Branches  is  a  means 
of  referring  back  to  the  people  the  issue  which  was  raised  as  to  who  would 
control  the  credit  resources  of  the  people  of  the  Province.  You  are  placing  at 
their  disposal  an  institution  which  will  enable  them  progressively,  if  they  make 
use  of  it,  to  gain  increasing  access  to  their  ability  to  produce  and  use  goods  and 
services.  While  that  process  is  going  on,  the  people  would  not  have  control  over 
those  credit  resources.  As  the  situation  exists  at  the  present  time  you  have  a 
private  monopoly  which  can  say  to  them  that  they  may  or  may  not  have  access 
to  those  credit  resources  up  to  a  certain  amount.  Until  the  people  get  actual 
control  of  their  credit  resources  and  they  are  able  to  control  the  amount  of  goods 
they  will  produce  and  the  kind  of  goods,  and  distribute  them  for  their  own  use, 
they  would  not  be  able  to  establish  the  functioning  democracy  which  would  give 
them  a  social  credit  economy.  A  fully  functioning  economic  democracy  is  actually 
the  same  thing  as  a  social  credit  order,  and  that  is  the  essential  difference  between 
the  interim  stage,  while  we  are  pursuing  a  means  to  an  end,  and  the  final 
objective  of  enabling  the  people  to  have  access  to  their  credit  resources. 

Q.  You  made  reference  to  the  relationship  between  property  and  civil  rights  and  the 
effect  of  the  financial  policy  upon  those  rights.  Can  the  value  of  property  and 
civil  rights  be  nullified  by  those  who  control  the  financial  policy? 

A.  Absolutely.  My  understanding  of  the  matter  is  that  the  first  civil  right  of  a 
citizen  under  democracy  is  to  be  able  to  state  the  results  he  wants  from  the 
management  of  his  affairs  and  to  be  able  to  obtain  them  in  association  with  his 
fellow  citizens.  When  linked  to  the  property  rights  it  would  mean  the  right 
of  the  people  to  use  their  own  resources  in  order  to  gain  the  results  they  want 
without  interfering  with  the  same  right  of  the  people  of  any  other  province. 
Because  of  the  control  of  the  financial  system  by  a  private  monopoly,  which  on 
the  evidence  of  facts  has  prevented  them  from  gaining  access  to  their  resources, 
those  rights  could  be  nullified. 

Q.  Does  that  mean  that  control  of  the  financial  policy  given  to  the  Dominion  could 
override  and  nullify  the  property  and  civil  rights  given  to  the  Province? 

A.  I  don’t  pose  as  a  constitutional  expert,  but  as  I  see  it  from  a  common  sense 
point  of  view,  very  definitely  yes. 

Q.  In  regard  to  the  evidence  you  have  given  concerning  the  public  accounts  not 
revealing  the  whole  picture,  is  it  possible  in  your  opinion  to  assess  the  value  of 
the  Interim  Programme  to  the  Province  merely  by  analysis  of  the  public  accounts? 

A.  Not  definitely,  no. 

Q.  Would  it  be  correct  to  say  that  conclusions  as  to  the  value  of  the  Intel  im  Piogram 
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and  Treasury  Branches  based  only  on  the  public  accounts  would  therefore  be 
erroneous? 

A.  That  is  the  point  I  was  trying  to  make. 

MR.  DAVISON:  In  answer  to  a  question  by  the  Honourable  Mr.  Low  this  morning, 
Mr.  Byrne,  you  stated  that  you  estimated  the  annual  turnover  of  the  Treasury 
Branches  would  be  one  hundred  million  dollars.  How  did  you  arrive  at  that  figure? 

A.  Just  roughly,  assuming  that  out  of  the  six  million  odd  deposits  there  would  be 
about  five  million  active  deposits,  that  is  in  and  out  the  whole  time,  and  it  would 
turn  over  about  twenty  times  in  a  year.  I  expect  an  official  of  the  Treasury 
Branches  could  give  you  the  exact  figures. 

Q.  You  are  more  or  less  guessing  at  it? 

A.  Yes. 

Q.  The  other  matter,  from  time  to  time  you  have  been  asked  questions  concerning 
the  recommendations  you  made  to  the  Government  with  reference  to  the  start 
and  operation  of  the  Treasury  Branches.  Did  you  at  any  time  make  recom¬ 
mendations  to  the  Government  in  writing? 

A.  No,  they  were  done  in  discussions,  but  I  think  I  did  issue  a  memorandum  to  the 
Minister  outlining  the  main  points. 

Q.  If  that  is  so  would  it  be  possible  that  that  memorandum  would  be  made 
available? 

A.  That  is  the  property  of  the  Minister. 

Q.  I  am  asking  the  Government  official  concerned  to  produce  it.  I  would  like  the 
opinion  of  the  Committee. 

MR.  MANNING:  I  have  no  knowledge’  of  any  particular  memorandum  so  I 
cannot  be  specific,  but  I  think  that  it  is  recognized  that  inter-departmental  corres¬ 
pondence  or  memos  of  that  kind  are  regarded  as  more  or  less  confidential  inform¬ 
ation.  I  know  they  are  often  refused  in  the  House.  I  would  think  the  same  would 
apply  in  the  Committee. 

MR.  DAVISON:  I  cannot  agree  with  the  conclusions  of  the  Honourable  Minister  of 
Trade  and  Industry,  but  I  would  assume  in  the  main  that  all  the  proceedings  leading 
up  to  the  start  of  these  Treasury  Branches  was  done  by  word  of  mouth. 

MR.  BYRNE:  Mostly  in  discussions. 

MR.  DAVISON:  That  is  a  funny  way  to  handle  it.  That  is  all. 

MR.  TELLIER:  How  many  Treasury  Branches  are  in  operation  in  the  Province? 
A.  38  branches  and  sub-branches. 

Q.  I  am  speaking  of  Treasury  Branches  alone. 

A.  I  am  including  sub-branches  as  branches. 

Q.  Could  you  tell  me  how  many  of  these  have  been  established  where  the  people 
in  that  particular  place  did  not  have  any  other  banking  facilities? 

A.  No.  I  cannot  answer  that.  I  have  not  got  any  administrative  authority  in  such 
matters. 

Q.  We  were  led  to  believe  a  few  days  ago  in  the  House  that  we  had  about  32 
branches  in  Alberta,  and  were  advised  that  they  were  in  competition  against  28 
banks  in  Alberta? 

MR.  LOW:  May  I  object?  The  Honourable  Member  has  said  quite  definitely  that 
they  were  led  to  believe.  I  stated  very  definitely  and  specifically  that  there  werd 
32  branches  operating  and  said  there  are  six  sub-branches  operating  in  the 
Province  and  in  connection  with  his  last  question  I  protest  that  any  such  statement 
was  ever  made  in  the  House.  I  did  proddce  two  points  I  named  at  which  no  banking 
service  was  given  but  the  Treasury  Branch  service  there.  That  is  all  that  was  said. 

MR.  TELLIER — I  am  accepting  the  statement  of  the  Minister.  Now,  outside  of 
loaning  facilities  provided  by  the  Treasury  Branches,  what  services  are  they  giving 
to  the  general  public  in  those  places  where  other  banks  have  been  established  out¬ 
side  of  the  loaning  facilities  and  the  5%  bonus? 

MR.  BYRNE:  The  predominantly  important  one  is  that  they  are  placing  at  the 
disposal  of  the  people  the  means  by  which  they  can  gain  increasing  access  to  their 
credit  resources  until  they  finally  control  them.  That  is  the  main  and  predominant 
one. 
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Q.  You  will  admit  this,  that  the  other  banks  are  quite  prepared  and  probably  glad 
and  anxious  to  render  exactly  the  same  service  outside  of  the  loaning  facilities. 

A.  I  have  not  noticed  any  anxiety  on  the  part  of  the  banks  to  give  the  people 
access  to  their  credit  resources. 

Q.  Would  you  be  prepared  to  admit  that  the  banks  are  anxious  to  receive  deposits? 

A.  Naturally  they  are  anxious  to  retain  their  dominant  control  of  the  monetary 
system. 

Q.  Is  it  true  that  if  I  buy  $100  worth  of  goods,  $51  of  which  are  spent  for  the 
purchase  of  Alberta  made  goods  and  the  remaining  $49  for  other  goods  and 
services  that  the  Treasury  Branches  will  declare  a  dividend  of  5%  on  the  total 
purchase? 

A.  If  51%  are  Alberta  trade-marked  goods  and  $49  worth  are  other  goods,  not  ser¬ 
vices,  then  the  person  will  be  credited  with  the  5%  consumers’  bonus. 

Q.  On  the  total  purchases? 

A.  Yes. 

Q.  In  other  words,  the  Government  would  be  prepared  to  give  me  $5.00  if  I  pur¬ 
chased  $51  worth  of  Alberta-trade  marked  goods  in  one  month  and  paid  for  $49 
worth  of  other  goods? 

*  A.  Yes. 

Q.  If  I  should  deposit  my  $2,000  indemnity  with  the  Treasury  agent  would  this 
Treasury  agent  receive  as  his  commission  the  sum  of  $10  for  looking  after  my 
deposit? 

A.  I  am  not  aware  of  the  administrative  details  of  the  Treasury  Branches  at  all. 

Q.  You  are  not  prepared  to  admit  the  Treasury  representative  is  receiving  half  of 
one  per  cent  on  every  cash  deposit  placed  with  him? 

A.  I  know  the  Treasury  agents  are  paid  on  a  commission  basis,  in  proportion  to  the 
services  they  render,  but  as  to  the  details  I  would  not  like  to  say  I  have  a  definite 
knowledge. 

Q.  Do  you  know  off  hand  what  bonus  was  paid  to  consumers  of  Alberta  made 
goods  in  1942? 

A.  I  may  have  it  here.  I  think  it  was  $137,450.00.' 

Q.  That  deficit  now  according  to  your  statement  of  a  few  minutes  ago  would  not 
represent  the  bonus  paid  for  the  purchase  of  Alberta  made  goods  alone.  It  might 
represent  moneys  paid  for  other  services  provided  the  retailer  or  distributor  ex¬ 
ceeded  51%  for  the  purchase  of  Alberta  made  goods? 

A.  Yes,  but  there  is  also  another  factor.  While  the  new  basis  of  bonus  was  being 
established,  purchasers  of  goods,  at  least  persons  using  vouchers,  were  paid  a 
two  per  cent  bonus  with  a  maximum  of  $2  during  a  month  until  this  whole 
adjustment  in  the  Interim  Programme  came  into  full  effect;  this  was  because  of  the 
opposition  put  forward  by  the  wholesale  houses,  which  blocked  the  free  flow  of 
trade  claims. 

Q.  In  this  House  we  were  called  upon  to  vote  $320,000  for  contingent  liabilities. 
What  explanation  have  you  to  give  on  that  vote? 

A.  That  is  not  my  business  at  all.  I  would  say  if  you  asked  my  opinion  that 
would  be  exactly  the  same  category  as  a  reserve  set  up  for  post-war  recon¬ 
struction. 

Q.  Would  not  that  $320,000  be  set  up  for  the  creation  of  a  fund  to  take  care  of  the 
bonus  which  will  be  paid  in  1943? 

A.  My  understanding  is  that  it  is  a  contingent  reserve  fund,  but  I  think  that  as  it 
is  a  question  which  involves  Government  policy  it  should  be  answered  by  the 
responsible  Minister. 

Q.  Did  you  advise  them  to  put  up  that  reserve? 

A.  Specifically? 

Q.  Yes. 

A.  Not  specifically.  What  I  suggested  was  that  a  reserve  should  be  available  to 
meet  any  contingencies. 

Q.  Why  should  a  reserve  be  set  up  to  take  care  of  salaries  and  expenses  when  we 
vote  this? 

A.  I  don’t  think  anyone  has  suggested  it  is  set  up  for  that  purpose. 

Q.  Why  is  it  set  up  then? 
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A.  I  would  refer  you  to  the  person  responsible.  All  I  suggest  is  that  it  is  advisable 
to  have  a  contingency  reserve. 

Q.  To  take  care  of  those  things  for  which  another  vote  is  provided  in  the  House? 

A.  I  didn’t  understand  that  there  was  any  payment  for  which  a  vote  was  not 
provided. 

Q.  In  your  opinion  why  is  that  voted? 

A.  For  any  contingency  that  may  arise. 

Q.  What  do  you  mean  by  that? 

A.  For  example,  bad  and  doubtful  debts.  They  may  want  an  offset  against  that 
item.  I  cannot  conceive  under  ordinary  circumstances  it  could  happen,  but 
supposing  you  wanted  to  liquidate  the  whole  Treasury  Branch  set-up,  a  reserve 
would  safeguard  that  contingency.  There  are  dozens  of  reasons  I  could  give. 

Q.  In  the  event  of  them  wanting  to  liquidate  the  whole  Treasury  Branch  set-up 
the  people  of  this  Province  would  be  called  upon  to  pay  that  5%  bonus  in  cash? 

A.  Absolutely.  Because,  in  other  words,  the  people  are  getting  a  certain  extended 
access  to  their  ability  to  produce  and  use  goods  and  services  at  the  present  time. 
If  they  have  to  be  squeezed  back  again  into  the  straight  jacket  of  the  established 
monetary  system  they  have  got  to  surrender  again  the  benefits  they  are  obtain¬ 
ing  through  that  expansion. 

MR.  WALKER:  It  has  been  brought  out  in  the  evidence  here  that  the  decision 

is  justified  to  keep  these  branches  open,  if  10%  was  the  increase  to  the  manu¬ 
facturers  of  this  Province. 

A.  I  never  made  any  such  statement,  Mr.  Chairman. 

Q.  Just  what  did  you  say? 

A.  I  pointed  out  that  the  main  and  predominantly  important  reason  is  to  place  in  the 
hands  of  the  people  an  institution  by  which,  if  they  use  it,  they  can  gain  in¬ 
creasing  access  to  their  ability  to  produce  goods  and  services  until  finally  they 
gain  control  of  their  credit  resources.  I  said,  from  the  point  of  view  of  the 
cost  of  the  branches,  we  have  had,  within  the  two  years  after  it  was  set  up,  a 
certain  amount  of  economic  expansion.  I  quote  a  specific  instance  which  could  be 
traced  to  the  policy  of  the  Treasury  Branches  and  suggested  that  to  a  greater  or 
lesser  extent  that  would  be  the  effect  in  a  great  number  of  instances.  I  said  that 
if  the  Treasury  Branches  had  been  responsible  for  even  10%  of  the  increase 
during  that  time  this  cost  would  constitute  a  very,  very  lucrative  investment  for 
the  people  of  the  Province. 

Q.  Is  there  anything  to  show  what  they  have  given  in  percentage? 

A.  Not  beyond  the  indications  I  have  given.  It  would  be  a  human  impossibility  to 
arrive  at  it  accurately. 

Q.  In  that  case  you  are  merely  guessing  they  are  a  benefit  to  the  Province? 

A.  I  gave  actual  facts. 

Q.  You  have  admitted  you  don’t  know  whether  they  have  increased  their  business 
through  the  operation  of  them? 

A.  I  gave  you  a  specific  instance  of  one  industry  where  they  could  trace  its  ex¬ 
pansion  to  the  Treasury  Branches,  and  another  that  would  not  be  in  existence 
today  if  it  were  not  for  the  assistance  it  got,  and  said - 

Q.  And  this  other  large  industry,  is  it  so,  that  that  would  not  be  in  existence  today 
if  it  was  not  for  the  Treasury  Branches? 

A.  There  would  be  no  woollen  industry  in  the  Province  from  my  understanding  of 
the  facts. 

Q.  You  don’t  know  it  would  not  be  in  existence  if  it  were  not  for  the  Treasury 
Branches? 

A.  As  far  as  I  am  informed,  that  is  so. 

Q.  How  do  you  know  some  other  person  would  not  have  come  to  the  rescue? 

A.  No  one  did. 

Q.  How  can  you  tell  the  Committee,  though,  that  it  would  not  be  in  existence  if  it 
were  not  for  the  Treasury  Branches? 

A.  I  am  only  going  on  the  facts  I  have  been  given. 

Q.  Is  there  enough  money  in  the  Province  to  keep  it  in  existence  if  it  were  not 
for  the  Treasury  Branches? 

A.  It  was  not  so  much  a  question  of  the  money  in  the  Province  as  purely  a  question 
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of  whoever  was  responsible  for  giving  it  assistance  had  refused  it,  and  it  was  on 
the  point  of  closing  down. 

Q.  Do  you  realize  that  $60,000  was  put  in  there  from  private  capital? 

A.  It  would  have  been  a  tragedy  if  that  had  been  lost. 

Q.  Do  you  realize  many  people  could  have  assisted  to  open  that  up? 

A.  Then,  it  seems  to  me  a  pity  they  didn’t  do  so. 

Q.  The  point  I  am  trying  to  bring  out  is  that  you  think  it  would  not  be  in  opera¬ 
tion  if  it  had  not  been  for  the  branches? 

A.  I  am  at  a  loss  to  know  why,  if  it  were  otherwise,  they  came  along  and  wanted 
Government  assistance  to  continue  in  existence. 

Q.  We  will  admit  the  Treasury  Branch  came  to  the  rescue,  but  I  cannot  see  how  you 
can  give  definite  information  to  this  body  here  that  it  would  not  be  in  operation 
today  if  it  were  not  for  the  Treasury  Branches? 

A.  From  my  information  that  is  my  understanding. 

Q.  There  is  just  one  other  thing.  You  came  here  in  the  year  1937.  What  year 
did  you  start  to  advise  the  Government? 

A.  I  came  here  in  1937  as  technical  adviser. 

Q.  Were  you  the  one  that  advised  the  Government  to  start  the  prosperity  certificates? 

A.  I  was  not  in  the  Province  at  that  time. 

MR.  SPEAKMAN:  I  understood  you  to  say  that  the  chief  purpose  of  the 

Treasury  Branches  was  to  enable  the  people  to  gain  greater  access  to  the  goods  and 

services  they  produced  and  required? 

A.  Yes. 

Q.  By  what  method  would  that  be  done?  By  increasing  the  purchasing  power 
available  to  those  people? 

A.  Not  only  the  purchasing  power  but  to  enable  them  to  have  increased  credit 
facilities.  Supposing  half  the  people  of  the  Province  of  Alberta  decided  that  they 
would  do  their  business  through  the  Treasury  Branches  and  that  represented  half 
your  financial  transactions  of  the  Province,  with  those  resources  that  would 
enable  the  Treasury  Branches  to  give  the  people  increased  access  to  financial 
credit,  or  alternatively,  without  using  the  financial  system,  access  through  the 
voucher  system  to  their  real  credit  resources  to  produce  and  distribute  more 
goods. 

Q.  Would  that  be  done  in  two  ways,  by  increasing  the  purchasing  power  due  to  the 
facilities  of  the  branches  together  with  the  possibility  of  industrial  loans  to  be 
made  from  the  Treasury  Branches? 

A.  Those  loans  could  take  the  form  either  of  loans  of  money  or  debits  of  trade 

claims. 

Q.  Quite.  It  would  not  matter  much  which.  That  is  a  point  which  I  would  like  to 
pursue  for  a  moment.  If  I  could  be  persuaded  that  the  use  of  the  Treasury 
Branches  would  give  increased  purchasing  power  not  available  through  the  banks 
then  my  attitude  would  certainly  change  towards  them.  I  am  dealing  now  with 
one  angle,  the  increase  of  purchasing  power  and  I  am  not  discussing  the  question 
of  the  5%  bonus. 

A.  That  is  quite  important. 

Q.  I  am  trying  to  ascertain  what  increased  purchasing  power  would  be  secured, 
apart  from  the  5%  bonus,  that  is  inherent  in  the  system  itself.  As  I  understand 
it  there  are,  and  I  want  you  to  correct  me  if  I  am  wrong,  there  are  two  methods  by 
which  people  generally  speaking  may  obtain  the  use  of  vouchei  s,  one  would  be 
by  depositing  cash  and  that  of  course  would  cover  the  payments  to  the  civil 
servants  in  the  form  of  vouchers  because  they  would  receive  cash  otherwise. 
So  in  that  particular  case  the  purchasing  power  would  not  be  increased  except 
for  the  bonus  because  they  would  have  already  had  in  theii  hands  that  pui- 
chasing  power  in  the  form  of  legal  tender.  The  other  then  would  be  through 
the  depositing  of  trade  vouchers  where  a  sale  was  made  of  goods  and  vouchei  s 
accepted  and  the  vouchers  deposited? 

A.  Yes. 

Q.  In  giving  those  vouchers  which  are  subsequently  deposited,  they  aie  based  on 
the  value  of  those  goods  from  the  point  of  view  of  legal  tender  ? 

A.  That  is  the  basis  at  the  present  time. 
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Q.  It  is  set  by  the  price  which  would  be  received  were  it  sold  for  legal  tender? 

A.  Yes,  because  as  I  explained  the  Treasury  Branches  now  have  to  operate  merely 
as  an  auxiliary  to  the  established  monetary  system. 

Q.  I  quite  appreciate  that.  So  that  those  who  secure  vouchers  or  who  make  deposits 
through  the  transfer  of  goods  are  those  who  already  have  goods  for  which  there 
is  a  market  demand,  and  a  price  set  at  which  they  could  have  sold  otherwise  for 
legal  tender? 

A.  They  are  talking  of  conditions  as  they  exist  today? 

Q.  Yes,  I  am  not  delving  into  the  future  or  the  past. 

A.  As  I  explained  the  other  day,  conditions  today  are  such  that  it  is  a  goods 
problem. 

Q.  Assuming  it  were  not  a  goods  problem,  would  it  still  be  a  fair  assumption  that 
when  anyone  received  a  voucher  in  return  for  goods  thus  enabling  him  to  make 
a  deposit,  those  goods  would  be  sold  for  the  price  at  which  they  would  be  sold 
for  legal  tender? 

A.  Yes,  as  far  as  the  seller  is  concerned,  but  so  far  as  the  purchaser  is  concerned, 
if  it  is  Alberta  trade  marked  goods,  it  would  be  a  lower  price. 

Q.  I  am  discussing  the  possible  increase  of  purchasing  power  due  to  the  use  of  the 
Treasury  Branch  system  outside  of  the  5%  bonus? 

A.  There  would  be  no  increase  of  purchasing  power. 

Q.  Because  in  order  to  take  advantage  of  the  Treasury  Branch  system  under  present 
circumstances,  one  would  have  to  either  have  the  legal  tender  to  deposit  or  some 
marketable  goods  which  he  could  otherwise  dispose  of  at  the  same  price  and  for 
legal  tender.  So  as  they  have  functioned  up  to  the  present  time  outside  of  the 
5%  bonus  there  is  no  increase  of  purchasing  power  available  to  those  who  use 
the  branches? 

A.  There  I  think  you  must  have  missed  the  point  I  was  making.  It  is  not  only  the 
5%  bonus  that  provides  an  increase  in  purchasing  power,  but  to  the  extent  that 
you  get  people  to  ask  for  Alberta  trade  marked  goods  and  get  the  orders  flowing 
back  to  the  industries,  you  increase  pay-rolls,  and  that  effect  may  come  from  the 
Treasury  Branches  or  it  may  come  from  the  banks.  It  is  the  effect  of  that 
policy  which  is  important.  There  is  a  far  greater  increase  in  purchasing  power 
derived  from  that.  ; 

Q.  I  am  not  limiting  the  extent.  I  am  trying  to  ascertain  where,  apart  from  the  5% 
bonus  and  the  encouragement  given  to  Alberta  industries,  whether  in  any  other 
way  those  using  the  Treasury  Branches  find  increases  in  purchasing  power? 

A.  Only  to  the  extent  that  sound  loans  may  have  been  turned  down  by,  shall  we 
say,  a  bank,  and  the  Treasury  Branches  have  enabled  the  production  to  take 
place. 

Q.  Apart  from  the  increase  of  loans  and  the  5%  bonus  and  those  effects  you  men¬ 
tioned,  the  use  of  vouchers  would  not  result  in  an  increased  purchasing  power  to 
the  ones  who  may  use  all  those  facilities? 

A.  It  is  the  indirect  effect  of  getting  people  to  ask  for  Alberta  goods  that  is  the 
chief  result.  Secondly,  that  fact  that  the  extent  that  people  use  that  institution 
and  build  up  their  credit,  you  can  extend  your  loans  and  credit  resources. 

Q.  I  gather  that  outside  of  the  question  of  loans  which  might  be  made  and  outside 
of  the  question  of  the  5%  bonus  with  its  possible  effect  on  the  expansion  of  Alberta 
industries,  the  system  as  it  works  now  does  not  provide  increased  purchasing 
power? 

A.  Those  are  not  the  only  channels  at  the  present  time. 

Q.  I  would  like  to  ask  one  more  question  which  arises  out  of  the  various  discus¬ 
sions.  Is  there  any  channel  by  which  through  use  of  the  Treasury  Branches 
purchasing  power  may  be  placed  in  the  hands  of  people  otherwise  unable  to 
secure  it?  Assuming  that  someone  is  without  purchasing  power,  without  either 
legal  tender  or  without  goods  or  possible  services  for  which  there  was  a  market¬ 
able  demand,  is  there  any  way  by  which  the  use  of  the  Treasury  Branches  could 
give  to  that  person  the  purchasing  power  unless  he  had  the  legal  tender  or  the 
qualification  in  goods  and  services? 

A.  Under  existing  conditions,  no.  But  if  the  people  reached  the  point  where  they 
were  doing  the  bulk  of  their  business  through  the  branches,  so  you  had  an 
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organization  in  the  Province  where  the  people  had  control  of  their  own  credit 
resources,  you  could. 

Q.  I  am  not  going  into  the  future.  I  think  it  is  difficult  to  assess  the  value  unless 
you  assess  it  not  only  with  present  results,  but  also  on  future  results.  I  bow  to 
the  ruling  of  the  Chairman,  however.  Just  one  more  question  I  would  like  to 
ask.  You  made  reference  to  the  milk  condensery  in  Red  Deer  and  to  the  happy 
fact  that  its  sales  have  been  greatly  increased  in  the  Province,  and  I  understand 
you  attribute  that  largely  to  the  policy  of  the  Interim  Programme? 

A.  Yes. 

Q.  When  you  made  that  illustration  did  you  take  into  account  two  of  the  factors 
existing  at  the  moment?  The  first  was  that  the  Carnation  Milk  Company  on 
the  Coast  which  had  been  manufacturing  there  and  shipping  into  Alberta  dis¬ 
continued  its  shipments  into  Alberta? 

A.  I  was  not  aware  of  that. 

Q.  The  reason  for  that  discontinuance  was  the  tremendously  increased  demand  made 
on  that  type  of  canned  goods  for  the  use  of  the  armed  services. 

A.  I  was  speaking  of  the  years  1939  and  1940.  I  know  at  the  present  time  the 
problem  is  not  how  shall  we  sell  the  goods,  but  how  can  we  produce  what  is 
wanted? 

Q.  At  the  present  time  the  condensery  has  almost  a  monopoly  in  Alberta  because 
the  factory  at  the  coast  and  the  Borden  factory’s  entire  output  is  in  demand  for 
other  places? 

A.  I  was  speaking  of  the  years  1939  and  1940. 

Q.  You  were  not  referring  to  any  increase  since? 

A.  I  don’t  think  it  would  be  fair. 

Q.  The  point  that  has  been  somewhat  obscured  by  the  enthusiastic  claims  made 
for  the  Treasury  Branches  is  that  outside  of  additional  loans  and  the  use  of  the 
5%  bonus  and  the  effects  on  Alberta  industry,  the  mechanics  of  the  Treasury 
Branch  in  itself  does  not  provide  increased  purchasing  power? 

A.  Not  at  the  present  time. 

MR.  FALLOW:  I  would  like  to  ask  if  you  are  familiar  with  the  methods  used  by 

the  Department  of  Public  Works  in  putting  out  several  $100,000  worth  of  grants  to 

municipalities  each  year? 

A.  I  am  not  familiar  with  the  details. 

Q.  Let  me  tell  you  what  the  policy  is.  Each  year  we  put  out  several  $100,000  worth 
of  grants  to  municipalities.  The  terms  on  which  these  are  made  in  districts  where 
it  is  possible  to  avail  themselves  of  the  facilities  is  that  100%  of  these  grants  are 
made  in  trade  claims.  The  question  I  want  to  ask  you  is  to  the  extent  to  which 
these  trade  claims  are  not  immediately  transferred  back  into  cash,  would  that 
not  represent  another  method  of  extending  the  purchasing  power  of  the  people 
of  the  Province? 

A.  To  this  extent,  yes,  that  the  effect  of  that  would  be  to  enable  a  different  instru¬ 
ment  to  be  used  for  the  exchange  of  goods  and  services,  leaving  the  cash  which 
has  been  temporarily  immobilized  for  granting  loans  and  extending  ci  edit  in 

other  directions. 

Q.  So  long  as  those  trade  claims  are  transferred  from  one  to  the  other  and  remain  as 
trade  claim  vouchers  and  not  cash,  there  would  be  a  definite  expansion  of 
purchasing  power? 

A.  To  the  extent  it  is  placing  the  Treasury  Branches  in  the  position,  instead  of  using 
that  money,  to  have  it  available  to  grant  loans  for  industries  and  so  on. 

Q.  That  is  in  addition  to  what  was  asked  by  Mr.  Speakman? 

A.  That  was  covered. 

Q.  He  certainly  didn’t  get  that  point.  I  wanted  him  to  get  it. 

MR.  TOMYN:  I  move  we  adjourn. 

MR.  FALLOW:  I  second  that. 

Adjourned. 
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TUESDAY,  MARCH  30th,  1043 

CHAIRMAN:  Members  of  the  Committee,  we  have  a  quorum,  so  you  will  please 
come  to  order.  Before  we  adjourned  yesterday  Mr.  Fallow  was  questioning  Mr. 
Byrne.  We  left  off  at  that  point. 

MR.  ANSLEY:  I  was  wondering  if  we  could  not  make  some  decision  as  to  our 
agenda  for  the  remaining  time.  Do  you  want  other  witnesses?  We  should  make 
an  agenda  and  allot  so  much  time  per  witness,  and  give  each  side  of  the  House  an 
equitable  amount  of  time  for  questioning. 

CHAIRMAN:  Supposing  we  finish  our  work  here  with  the  present  witness.  Are 
there  any  further  questions  to  be  asked  Mr.  Byrne?  If  there  are  no  questions - 

MR.  BOURCIER:  I  wonder  if  Mr.  Byrne’s  past  history  has  been  gone  into 
thoroughly?  I  wonder  if  he  will  tell  us  if  his  salary  in  Great  Britain  was  $600 
a  year? 

MR.  BYRNE:  I  saw  that  statement  in  the  paper,  and  of  course  it  is  ridiculous. 

Q.  Would  you  say  it  was  more  than  $600  a  year? 

A.  I  have  no  objection  to  the  members  of  the  Committee  knowing  my  income.  I 
was  paid  on  a  salary  and  commission  basis  with  various  allowances. 

Q.  Would  you  just  give  us  your  salary  at  the  time  you  came  to  Canada? 

A.  Salary  or  income? 

Q.  Income. 

A.  It  varied  according  to  the  commissions  I  received.  In  the  position  I  was  occupy¬ 
ing  it  varied  between  eleven  and  twelve  hundred  pounds  per  annum,  of  which  six 
hundred  pounds,  free  of  income  tax,  was  the  salaray  portion  of  it. 

Q.  Would  that  be  more  or  less  than  you  receive  now? 

A.  I  would  say  that  eleven  or  twelve  hundred  pounds  a  year  would  be  approxi¬ 
mately,  from  a  purchasing  power  point  of  view,  substantially  more,  and  my 
financial  position  was  undoubtedly  better  than  the  salary  I  am  getting  at  present. 
Q.  So  was  it  a  sacrifice  for  you  to  come  to  Canada  and  accept  this  position  with  the 
Alberta  Government? 

A.  A  financial  sacrifice. 

MR.  JAMES:  The  statement  you  were  receiving  $600  a  year  is  absolutely  wrong? 
A.  Absolutely,  I  could  not  understand  how  it  was  made. 

CHAIRMAN:  Any  further  questions?  If  there  are  not,  we  will  dismiss  the 
witness.  Thank  you,  Mr.  Byrne.  Now,  Mr.  Ansley  can  discuss  the  further  question 
as  to  procedure. 

MR.  ANSLEY:  I  have  nothing  very  definite  to  suggest,  but  thought  it  should  be 
decided  at  this  time.  I  would  like  to  hear  what  some  of  the  other  members  think. 

MR.  DAVISON:  The  understanding  we  had  was  that  Mr.  Byrne  would  be  called. 
When  we  were  through  with  him  the  head  of  the  Treasury  Branches,  Mr.  Olive, 
would  be  called.  It  seems  to  me  he  now  should  be  called,  and  I  have  certain 
questions  I  wish  to  ask  him. 

MR.  HOOKE:  Was  that  the  order  we  decided  upon?  I  would  like  to  have  that 
checked. 

CHAIRMAN:  Mr.  Byrne,  Mr.  Olive,  Mr.  Huckvale,  Mr.  Percival. 

MR.  MacLACHLAN:  The  witnesses  were  to  be  called,  but  not  necessarily  in  that 
particular  rotation.  I  think  this  is  a  matter  for  the  members  here  to  decide,  what 
witnesses  they  want. 

MR.  DAVISON:  I  move  that  Mr.  Olive  be  called. 

MR.  MARTIN:  I  second  that  motion. 

MR.  FALLOW:  I  would  like  to  move  an  amendment  to  that.  The  chances  are 
this  will  be  the  last  day  the  Committee  will  meet.  I  think  it  is  hardly  fair  that 
any  one  person  on  the  Committee  or  two  or  three  should  be  allowed  to  monopolize 
all  the  time  of  the  witness.  To  make  the  matter  fair  I  would  add  to  the  motion  that 
the  opposition  members  be  given  the  first  hour  to  question  Mr.  Olive  if  they  so 
desire,  then  the  Government  members  of  the  Committee  be  given  the  next  hour. 

CHAIRMAN:  You  have  heard  the  amendment  to  the  motion.  Any  discussion? 
Question?  All  in  favour?  I  declare  the  amendment  carried.  Those  in  favour  of 
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the  motion  as  amended?  Carried.  We  will  call  on  Mr.  Olive  now.  The  first  hour 
is  to  be  devoted  to  Mr.  Olive’s  questioning  by  the  opposition  members. 

(Oath  administered  to  Mr.  Olive.) 

MR.  DAVISON:  Mr.  Olive,  you  are  the  Acting  Superintendent  of  the  Treasury 
Branch  of  the  Province  of  Alberta? 

MR.  OLIVE:  That  is  correct. 

Q.  What  was  the  date  of  your  appointment? 

A.  December  1st,  1938. 

Q.  Were  you  the  first  superintendent? 

A.  No. 

Q.  Who  was? 

A.  Mr.  Grant,  I  believe. 

Q.  I  would  just  like  to  get  some  information  for  the  Committee.  What  was  your 
previous  experience — have  you  had  banking  experience? 

A.  Yes,  approximately  15  years. 

Q.  What  bank  were  you  employed  in? 

A.  The  Royal  Bank  of  Canada. 

Q.  Were  you  manager? 

A.  All  capacities — I  was  manager  of  branches  for  11  years. 

Q.  Would  you  mention  some  of  the  branches? 

A.  Halkirk,  High  River,  Beiseker — I  was  relieving  at  High  River  for  two  years — 
Clyde. 

Q.  Now,  who  prepares  the  regulations  under  which  you  work  as  head  of  the 
Treasury  Branches? 

A.  The  administration? 

Q.  Yes. 

A.  I  may  say  this  that  when  I  took  my  appointment  there  had  been  certain  pre¬ 
liminary  work  done.  The  set-up  was  practically  formed,  and  since  then  I  have 
been  in  charge  of  the  administration  under  the  direction  of  the  Minister. 

Q.  Having  regard  for  the  regulations,  are  you  given  a  free  hand  in  administering 
your  department?  Let  me  put  it  this  way — are  there  any  policies  of  adminis¬ 
tration  that  you  have  to  take  up  and  refer  to  the  Minister? 

A.  Yes. 

Q.  Could  you  enumerate  them? 

A.  All  important  points  are  taken  up  with  him. 

Q.  So  you  have  not  an  entirely  free  hand  in  administering  the  department? 

A.  No,  I  am  under  certain  regulations. 

Q.  Has  Mr.  L.  D.  Byrne,  Social  Credit  Adviser  to  the  Government,  anything  to  do 
with  the  administration  of  your  department? 

A.  No. 

Q.  Do  you  ever  consult  him  concerning  the  affairs  of  your  department? 

A.  Not  as  far  as  administration  goes. 

Q.  In  connection  with  any  matters  in  that  regard? 

A.  No,  I  don’t  consult  him. 

Q.  Has  he  ever  consulted  you  with  reference  to  the  administration  of  your  depart¬ 
ment? 

A.  Not  directly. 

Q.  What  do  you  mean  by  that? 

A.  We  have  certain  discussions  taking  place  in  committee  meetings  for  example. 

Q.  What  committee  would  that  be? 

A.  The  majority  of  times  it  would  be  the  Council. 

Q.  The  Executive  Council.  And  in  discussing  the  affairs  of  your  department,  Mr. 

Byrne  has  been  there  and  has  taken  part  in  the  discussion? 

A.  On  certain  occasions. 

Since  you  have  been  the  head  of  the  department  how  many,  if  any,  Tieasury 
Branches  have  been  closed? 

A.  None _ well,  Bowden  was  opened  as  a  permanent  branch  at  one  time,  and  was 

later  closed  and  the  branch  was  transferred  to  Olds  and  Bowden  operates  on  a 
three- day  basis. 

Q.  There  have  been  none  started  and  then  later  discontinued? 
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A.  No. 

Q.  I  would  like  some  information  about  the  branch  managers.  Are  branch  managers 
required  to  have  practical  banking  experience? 

A.  In  the  majority  of  cases. 

Q.  Are  there  cases  where  they  don’t  have? 

A.  There  are  one  or  two  cases. 

Q.  Who  makes  the  appointments  of  those  branch  managers? 

A.  I  do. 

Q.  You  have  full  responsibility  in  that? 

A.  Yes. 

Q.  Are  those  appointments  made  for  definite  periods? 

A.  No. 

Q.  Is  there  a  contract  with  a  branch  manager  when  he  is  appointed? 

A.  No. 

Q.  He  is  merely  hired  on  the  basis  that  he  will  be  able  to  carry  out  the  job? 

A.  Yes. 

Q.  What  powers  have  those  branch  managers  got?  For  example,  can  they  make 
loans? 

A.  Under  our  present  regulations  they  are  rather  limited.  We  felt  until  we  had 
sufficient  experience  with  them  we  would  restrict  their  discriminatory  powers  to. 
a  great  extent. 

Q.  Have  they  power  on  their  own  responsibility  to  make  loans? 

A.  No. 

Q.  Have  they  power  to  grant  overdrafts? 

A.  Temporarily,  up  to  $25  only. 

Q.  In  connection  with  the  salaries  of  these  managers,  I  note  they  run  from  $2,280  to 
$1,400.  Would  you  please  explain  the  reason  for  that  wide  spread? 

A.  Depending  on  the  volume  of  business  at  certain  points  and  the  manager’s 
experience. 

Q.  I  see.  Now,  do  any  branch  managers  engage  in  private  personal  business  in 
addition  to  their  activities  as  branch  manager? 

A.  That  is  strictly  against  regulations. 

Q.  A  man  getting  $400  a  year  is  not  permitted  to  engage  in  any  private  business? 

A.  That  is  correct. 

Q.  I  would  like  to  find  out  what  employees  of  your  department  are  bonded? 

A.  All  of  them  except  the  stenographers. 

Q.  You  are  bonded? 

A.  Yes. 

Q.  In  what  amount? 

A.  They  are  according  to  the  responsibility  of  the  position,  from  $10,000  to  $2,000. 

Q.  Who  pays  the  cost  of  those  bonds? 

A.  The  Government. 

Q.  Since  you  have  been  the  head  of  this  department  have  there  been  any  defalca¬ 
tions  come  to  your  attention? 

A.  Yes,  there  have  been  a  few  in  the  early  stages. 

Q.  Have  there  been  any  in  the  last  year? 

A.  In  the  staff? 

Q.  Amongst  the  members? 

A.  No. 

Q.  What  steps  have  been  taken  in  the  past  to  make  good  those  losses? 

A.  The  bond  companies  have  cleaned  them  up. 

Q.  Have  there  been  any  losses? 

A.  One  loss  of  $200  in  the  Edmonton  Branch  through  an  improper  cashment  of  a 
cheque. 

Q.  That  is  the  only  one  you  know  of  since  the  time  you  have  been  the  head  of  the 
department? 

A.  Through  that,  yes. 

Q.  You  have  what  is  known  as  an  agent’s  agreement.  Would  you  please  explain 
that? 

A.  An  agreement  with  the  Treasury  Department  whereby  an  agent  agrees  to  do 
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certain  woik  that  is,  he  handles  depositing  and  withdrawal  business  on  a  certain 
set  commission. 

Q.  What  is  that? 

A.  At  the  present  time  it  is  half  of  one  per  cent  on  ordinary  deposits  received  from 
customers,  a  tenth  of  one  per  cent  on  commercial  deposits. 

Q.  That  is,  half  of  one  per  cent  on  ordinary  deposits  and  a  tenth  of  one  per  cent  on 
commercial  deposits? 

A.  Yes. 

Q.  How  many  of  those  agents  are  there  approximately? 

A.  On  December  31st,  1942,  194  agencies. 

Q.  Spread  all  over  Alberta? 

A.  Yes. 

Q.  Are  they  bonded? 

A.  Yes. 

Q.  Does  the  Government  pay  the  cost  of  that? 

A.  Yes. 

Q.  Now,  I  want  to  deal  for  a  few  minutes  with  some  of  the  items  in  the  public 
accounts  for  the  fiscal  year  ended  March  31st,  1942.  The  first  item  I  wish  to 
ask  you  one  or  two  questions  about  is  this  matter  of  the  deposits  of  Treasury 
Branch  receipts  and  chartered  banks.  According  to  the  public  accounts  there 
was  a  deposit  in  chartered  banks  in  Alberta  to  the  credit  of  Treasury  Branches, 
$2,163,495.00.  The  first  question  I  wish  to  ask  is  what  rate  of  interest  is  paid  on 
those  deposits? 

A.  The  majority  of  our  account  or  our  whole  account  is  carried  at  the  Imperial 
Bank  and  they  pay  three-quarters  of  one  per  cent  on  75%  of  the  daily  balance. 

Q.  On  the  other  25%  what  is  the  rate  there? 

A.  No  rate. 

Q.  75%  of  that  two  million  dollars  draws  three-quarters  of  one  per  cent  and  the 
other  no  interest.  Could  you  explain  to  the  Committe  why  it  is  necessary  to 
deposit  this  money  in  chartered  banks  in  view  of  the  fact  that  Treasury  Branches 
are  claimed  to  be  in  the  banking  business,  discharging  the  functions  of  ordinary 
banks? 

A.  Certain  difficulties  arise  in  carrying  our  own  cash.  For  example,  clearing 
arrangements  with  the  banks  enter  into  it,  and  under  our  present  set-up  it  is 
impossible  for  us  to  get  a  seat  on  the  clearing  exchange.  That  is  one  reason. 

Q.  You  say  it  is  impossible  to  become  a  member  of  the  clearing  house.  For  what 
reason? 

A.  They  won’t  recognize  us. 

Q.  Was  it  necessary  for  your  department  to  agree  to  deposit  this  money  in  chartered 
banks  before  you  got  the  clearing  house  facilities? 

A.  I  don’t  know  if  I  am  able  to  answer  this.  When  I  came  into  this  programme  the 
arrangements  were  all  set  up. 

Q.  You  cannot  give  any  explanation  for  the  reason  of  depositing  this  large  sum  of 
money  in  the  chartered  banks  and  thereby  more  or  less  making  the  Treasury 
Branches  a  sort  of  finance  agent  to  get  deposits  for  the  banks? 

A.  No. 

Q.  I  want  to  deal  just  for  a  minute  or  two  with  the  question  of  loans.  When  did  you 
start  making  loans? 

A.  I  think  in  July,  1941. 

Q.  Was  it  your  recommendation  that  the  Treasury  Branches  department  go  into 
the  loan  business? 

A.  Not  necessarily. 

Q.  Were  you  consulted  before  this  particular  policy  was  decided  on? 

A.  I  was  at  certain  meetings  where  it  was  discussed. 

Q.  Did  you  concur  in  the  proposal  to  start  making  loans  ? 

A.  As  a  matter  of  revenue  in  connection  with  the  work  as  far  as  I  was  concerned. 
They  had  to  have  some  revenue  coming  in  to  offset  the  cost. 

Q.  Your  idea  was  that  it  would  be  good  business  to  stall  making  loans? 

A  Yes,  and  the  public  were  demanding  the  service. 

Q.  The  public  accounts  for  the  year  ended  March  31st,  1942,  show  loans  and 
advances  totalling  $684,292.92.  Those  loans  are  evidently  divided  into  four  classes, 
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and  I  will  call  those  A,  B,  C  and  D.  A  is  loans  granted  by  the  Province.  The 
amount  involved  is  $207,563.  Would  you  please  explain  the  nature  of  those 
loans? 

A.  Loans  to  feeder  associations,  certain  municipal  loans  for  school  purposes. 

Q.  Those  are  the  two  principal  ones? 

A.  Yes. 

Q.  On  whose  authority  were  those  loans  granted? 

A.  On  the  authority  of  the  Minister  of  a  committee  set  up  for  the  purpose. 

Q.  Do  you  know  what  investigations  were  made  before  those  loans  were  granted? 

A.  Yes. 

Q.  What  investigations  were  made  by  your  department  before  the  loans  were 
granted? 

A.  In  connection  with  municipal  accounts,  we  get  a  complete  statement  of  affairs 
from  the  municipality  itself  or  the  department.  And  in  connection  with  feeder 
association  loans  they  are  passed  on  their  past  records. 

Q.  What  rate  or  rates  of  interest  are  charged? 

A.  5%  in  that  class  of  business. 

Q.  What  is  the  maximum  terms  of  the  loan? 

A.  Feeder  associations  run  probably  eight  months  and  municipal  loans  probably 
might  extend  to  a  year. 

Q.  What  security  is  given  by  way  of  collateral? 

A.  In  municipalities  assignment  of  taxes,  and  feeder  associations  deposit  of  claims 
with  the  feeders  themselves  and  the  feeder  association. 

Q.  You  think  that  is  sufficient  in  the  latter  case? 

A.  I  think  so. 

Q.  Are  any  of  those  loans  in  default  or  overdue? 

A.  Not  at  the  present  time. 

Q.  B. — is  Government  sponsored  activities,  $170,000.  Would  you  please  explain  just 
the  nature  of  those  loans. 

A.  Loans  to  certain  industries  which  the  Government  has  been  assisting. 

Q.  What  information  can  you  give  the  Committee  on  that? 

A.  It  is  all  in  connection  with  industries  that  the  Province  are  assisting. 

Q.  Could  you  name  some  of  the  industries? 

MR.  JAMES:  Point  of  order.  Is  it  fair  to  the  industries  to  have  that  made  public? 
MR.  DAVISON:  It  is  public  business. 

MR.  MAHAFFY:  On  the  point  of  order.  I  contend  that  where  the  disposal  of 
public  funds  is  in  question  there  cannot  be  any  such  protection  if  you  want  to  call  it 
that,  or  privilege  given  as  the  honourable  member  suggested.  We  are  entitled  to 
know  what  is  being  done  with  public  funds,  and  I  think  this  information  is  properly 
asked  for. 

MR.  TAYLOR:  To  the  point  of  order.  I  question  the  advisability  of  giving  names 
of  those  who  have  obtained  loans  from  the  Government,  and  question  the  fact  that 
they  are  public  funds.  I  say  it  is  depositors’  accounts. 

MR.  MANNING:  It  seems  to  me  that  the  honourable  member  from  Calgary  is  right 
to  this  extent.  The  committee  has  the  right  to  full  information  in  regard  to  the 
policy  of  loans  and  the  loans  themselves,  and  so  on.  I  submit  that  none  of  that 
information  necessitates  the  divulging  of  the  names  of  the  firms  concerned.  It  is 
of  no  interest  to  give  the  name  of  the  persons  or  firm  involved  in  the  loans.  The 
amount  involved  and  the  type  of  security  taken  can  be  given.  I  feel  it  is  out  of 
order  to  bring  into  the  Committee  the  business  of  industries  or  individuals. 

MR.  DAVISON:  I  will  withdraw  that  question  to  save  time.  In  connection  with 
these  Government  sponsored  activities,  on  whose  authority  were  those  loans  granted? 
A.  By  the  authority  of  the  Minister  and  the  committee. 
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Q.  The  same  as  those  granted  by  the  Province? 

A.  Yes. 

Q.  What  is  the  rate  of  interest  charged? 

A.  In  the  majority  of  cases  6%. 

Q.  Are  any  of  those  loans  in  default? 

A.  I  would  not  call  it  that  exactly.  Some  of  them  are  operating  not  strictly  according 
to  the  terms  of  the  original  arrangements. 
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Q.  Are  any  of  them  overdue? 

A.  The  original  credit  perhaps,  but  the  loans  are  not  overdue. 

Q.  For  what  maximum  period  would  the  loans  be? 

A.  Under  our  regulations  we  try  to  restrict  loans  to  a  maximum  term  of  12  months, 
but  it  is  not  always  possible  to  have  them  paid  up  in  that  time. 

Q.  Have  there  been  cases  where  at  the  end  of  12  months  the  loans  in  question  were 
not  paid  and  were  renewed? 

A.  Yes. 

Q.  In  such  cases  what  investigations  were  made  to  see  whether  or  not  it  would  be 
good  business  to  renew  them? 

A.  We  made  investigations,  presented  check-ups  on  the  accounts  and  the  business. 

Q.  Where  it  has  been  necessary  to  renew  such  loans,  did  you  ask  for  any  addi¬ 
tional  security? 

A.  In  certain  cases. 

Q.  Would  that  be  a  general  policy., 

A.  That  is  right. 

Q.  So  far  as  municipal  districts  and  school  divisions  are  concerned,  $75,587.  That  is 
obvious  what  those  loans  are.  Are  any  of  those  overdue? 

A.  No,  I  think  they  were  all  cleaned  up  the  end  of  December.  There  may  be  a  few 
extended  to  March  31st. 

Q.  There  may  have  been  some  cases  where  the  loan  was  renewed? 

A.  Yes. 

Q.  Would  it  be  correct  to  say  those  are  for  one  year? 

A.  Yes. 

Q.  What  rate  of  interest  in  charged  municipal  districts  and  school  divisions? 

A.  5%. 

Q.  D. — personal,  commercial  and  agricultural  loans,  $231,141,  according  to  these 
public  accounts  for  the  period  mentioned.  What  interest  rate  is  charged  on 
those?  Take  the  personal  loan? 

A.  Depending  on  the  security — 5%  and  6%. 

Q.  Commercial  loans? 

A.  6%,  except  for  certain  types  of  securities  where  we  have  a  5%  rate. 

Q.  In  neither  case  does  the  interest  rate  go  below  5%? 

A.  No. 

Q.  Agricultural  loans? 

A.  The  same  rates. 

Q.  6%  and  5%.  Is  this  simple  interest  or  compound? 

A.  Simple  interest. 

Q.  In  addition  to  the  interest  are  there  any  inspection  fees  or  other  charges  paid 
by  the  borrower? 

A.  Certain  charges  in  connection  with  searches  and  title  and  chattels,  etc.,  are 
charged  to  the  borrower. 

Q.  So  that  actually,  having  regard  for  the  cost  of  the  loan,  if  in  the  original  instance 
it  was  6%,  it  would  be  slightly  higher  if  you  took  those  additional  fees  into 
consideration? 

A.  The  excess  charges  amount  to  so  little  it  would  not  make  any  difference. 

Q.  Take  the  instance  of  where  a  man  borrows  $100  at  6%.  In  addition  to  that  $6.00 
of  interest,  there  would  be  some  other  charges? 

A.  Minor  charges. 

Q.  Inspection  registration — what  would  those  average? 

A.  It  depends  on  the  location  of  the  branches  where  the  loan  is  made.  If  there  is 
a  Clerk  of  the  Court  or  Court  House  where  the  branch  is  situated  the  charge  is 
minor  because  the  search  is  made  by  members  of  the  staff.  If  they  have  to  write 
for  the  information  the  charge  is  a  little  higher. 

Q.  Would  it  be  possible  the  charges  would  be  $1.00? 

A.  In  some  instances,  yes. 

Q.  So  that  particular  loan  on  the  basis  of  what  the  man  has  to  pay  would  be  7% 
rather  than  6%? 

A  On  the  original  loan,  but  where  renewals  or  subsequent  borrowings  are  made  by 
the  same  customer  through  our  system  of  records  additional  searches  are  not 

necessary. 
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Q.  Those  extra  charges  are  in  the  original  instance? 

A.  Yes. 

Q.  Please  describe  the  procedure  you  follow  in  investigating  applications  for  loans? 

A.  We  have  the  managers  of  our  branches  who  take  the  applications  from  the 
customer  and  also  take  a  statement  of  his  affairs.  He  is  presumed  to  be  con¬ 
versant  with  the  affairs  of  the  district  and  the  values  of  chattels,  and  he  takes  the 
application  and  forwards  it  to  the  department  together  with  his  recommendation 
or  rejection. 

Q.  You  mentioned  something  about  a  loan  committee.  Are  you  a  member  of  that 
committee? 

A.  I  am. 

Q.  Does  that  committee  pass  on  all  loans? 

A.  No,  not  on  all  of  them,  but  they  approve  loans  over  a  certain  maximum. 

Q.  What  would  that  be? 

A.  $1,000. 

Q.  For  loans  less  than  $1,000  who  has  the  responsibility  of  saying  whether  or  not 
such  a  loan  will  be  granted? 

A.  I  have. 

Q.  Would  a  branch  manager,  say  somewhere  in  the  north  country,  have  any 
authority  to  grant  that  loan  or  would  he  have  to  take  it  up  with  you? 

A.  With  me.  I  might  elaborate  on  that  loan  committee.  In  addition  to  the  loan 
scrutinizing  by  them  they  make  a  periodical  check  each  month  on  all  loans. 

Q.  The  collateral  for  the  loan,  is  that  investigated?  Who  checks  on  that? 

A.  The  branch  manager. 

Q.  If  they  had  a  certain  number  of  head  of  stock,  it  would  be  the  responsibility  of 
the  branch  manager  to  make  a  proper  investigation  to  see  they  have  that  actual 
amount  of  stock? 

A.  Yes. 

Q.  You  stated  that  the  maximum  interest  is  6%s>  In  view  of  the  fact  that  that  is 
money  loaned  by  your  department,  created  by  the  Alberta  Government  at  no 
great  cost,  how  do  you  justify  such  a  high  rate  of  interest  as  6%?  How  do  you 
justify  an  interest  rate  of  6%? 

A.  In  the  initial  stages  of  administration  we  feel  a  6%  rate  is  not  too  high,  and 
until  such  time  as  we  can  offset  some  of  the  cost  we  will  probably  continue 
those  rates. 

Q.  By  what  calculation  did  you  reach  an  interest  rate  of  6 %? 

A.  It  was  decided  by  the  committee  set  up  for  the  purpose. 

Q.  Were  you  a  member? 

A.  I  was. 

Q.  In  considering  this  matter,  what  factors  were  taken  into  consideration  before  you 
finally  decided  the  interest  rate  should  be  6%  rather  than  4%? 

A.  The  costs  of  administration  were  taken  into  consideration. 

Q.  In  stating  that  it  was  essentially  the  cost  of  administration,  how  was  that  arrived 
at?  What  proportion  of  the  cost  of  running  the  Treasury  Branches  was  charged 
against  your  loaning  department? 

A.  We  have  never  broken  that  down. 

Q.  There  must  have  been  some  basis  for  deciding  the  rate  should  be  6%.  Could  you 
tell  us  that  particular  basis? 

A.  They  decided  it  was  a  fair  interest  rate  to  charge  on  that  class  of  loan. 

Q.  In  loaning  money  at  6%  are  you  showing  a  profit? 

A.  Not  at  the  present  time. 

Q.  Are  you  breaking  even? 

A.  No,  not  at  the  present  time. 

Q.  You  are  losing  money  on  it? 

A.  For  this  reason,  that  up  to  the  present  time  our  deposits  have  been  limited  to  a 
certain  extent  and  our  expansion  has  been  limited. 

Q.  In  view  of  that  particular  condition,  have  you  given  any  thought  of  increasing 
the  rate  over  6%? 

A.  No,  we  have  not. 

Q.  Now,  as  far  as  these  loans  under  what  I  am  calling  class  “D”  are  concerned,  are 
any  of  those  in  arrears? 
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A.  Maybe  the  odd  one. 

Q.  Have  you  any  idea  how  many? 

A.  No,  I  have  not. 

Q.  Would  it  be  possible  for  the  information  of  the  Committee  to  give  us  a  tabulation 
of  the  amount  of  loans  in  arrears  at  the  present  time? 

A.  It  could  be  obtained. 

Q.  I  would  like  to  have  that,  Mr.  Chairman,  for  the  benefit  of  the  Committee. 
CHAIRMAN:  If  it  is  possible  to  get  it  before  the  Committee  rises. 

MR.  DAVISON:  It  could  be  secured  and  placed  in  the  records. 

CHAIRMAN:  As  I  understood  the  discussion  here  at  the  opening  of  this  meeting 
today,  it  was  intimated  that  this  might  be  our  last  meeting  and  the  function  of  this 
Committee  would  end  when  the  House  prorogues.  I  don’t  know  what  position  I 
would  be  in  as  a  matter  of  responsibility  for  obtaining  the  records  you  want. 

MR.  DAVISON:  All  right,  we  will  find  out  next  year.  In  connection  with  the 
loans  in  arrears,  what  steps  have  been  taken  to  collect  them? 

MR.  OLIVE:  No  proceedings  have  been  taken  through  the  courts  to  collect  any 
because  it  has  not  been  necessary.  I  suppose  you  are  referring  to  a  past  due  loan 
which  has  been  extended  beyond  the  original  agreement? 

Q.  Those  loans  are  made  for  a  period  of  one  year? 

A.  More  or  less. 

Q.  We  will  assume  that  the  period  is  one  year.  At  the  end  of  one  year  the  loan 
is  supposed  to  be  paid.  It  is  correct  to  say  that  some  of  those  were  not  paid 
at  the  end  of  the  year? 

A.  That  is  correct.  It  is  within  the  powers  of  the  committee  to  make  a  loan  with 
the  period  extending  over  12  months  at  their  discrimination. 

Q.  In  other  words,  the  Committee  do  adopt  the  policy  of  more  or  less  renewing 
those  loans? 

A.  I  would  not  say  that. 

Q.  But  they  extend  the  period? 

A.  When  necessary,  in  certain  cases. 

Q.  Are  there  many  of  these  cases? 

A.  Not  a  great  many. 

Q.  In  cases  where  you  do  extend  or  renew  the  loan,  what  investigation  do  you 
make  before  it  is  granted? 

A.  The  manager  makes  an  investigation  and  reports  to  us. 

Q.  To  the  loan  board? 

A.  Yes. 

Q.  Are  there  any  cases  where  additional  security  or  collateral  is  required? 

A.  In  certain  instances. 

Q.  I  want  to  deal  now  with  the  question  of  consumers’  bonus.  The  1942  Public 
Accounts  show  $137,450.00  as  the  amount  paid  for  consumers’  bonus.  In  1941  it 
was  $114,268.00.  I  would  like  you  to  explain  to  the  Committee  the  procedure  in 
connection  with  consumers’  bonus. 

A.  As  far  as  the  administration  goes,  it  is  this— when  transfer  vouchers  are  issued 
for  the  purchase  of  goods  the  merchants  completes  a  portion  of  a  transfer  form 
over  his  signature,  setting  out  the  class  of  goods  in  that  particular  portion  of  the 
voucher.  That  is  presented  to  the  branch  and  is  checked  and  posted  to  the 
debit  of  the  customer’s  account  and  a  separate  column  is  set  up  for  the  bonus. 

Q.  What  check  have  you  got  on  those  vouchers  that  come  in  to  make  sure  that 
they  actually  represent  the  goods  that  are  supposed  to  have  been  purchased? 

A.  We  have  no  authentic  information  on  small  purchases,  but  we  do  reserve  the 
on  any  purchase  over  $10.00  to  demand  an  invoice  to  be  attached  to  that 

voucher. 

Q.  What  assurance  have  you  got  if  an  invoice  is  attached  that  it  is  coirect? 

A.  We  have  to  take  the  merchant’s  word  for  it. 

Q.  Would  it  be  possible,  for  example,  under  your  present  set-up  for  some  customer 
to  go  into  a  store  and  buy  25%  Alberta  made  goods  and  75%  made  outside  of 
Alberta  and  then  get  a  voucher  or  statement  to  the  effect  that  51%  of  the  goods 
was  made  in  Alberta  and  thereby  get  the  bonus? 
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A.  The  whole  thing  is  that  the  merchant  and  customers  would  have  to  be  in 
collusion,  and  surely  you  are  not  going  to  expect  them  to  be. 

Q.  I  heard  observations  about  printers  here.  I  am  investigating  those  merchants. 
Have  you  any  investigators  in  your  department  whose  job  it  is  to  thoroughly 
check  up  on  all  those  vouchers  from  which  credits  are  made  because  of  the 
alleged  purchase  of  Alberta  made  goods? 

A.  We  have  no  special  man  who  inspects,  but  the  auditors  check  back  through  two 
or  three  months’  cancelled  vouchers  of  the  branch  and  try  to  determine  if  they 
are  all  right  or  not. 

Q.  But  in  the  final  analysis  you  have  got  to  take  the  merchant’s  word  for  it? 

A.  That  is  right. 

Q.  That  is  absolutely  correct? 

A.  Yes. 

Q.  So  you  as  head  of  this  department  are  not  in  a  position  to  say  that  in  every  in¬ 
stance  where  bonuses  have  been  paid  at  least  51%  .of  the  goods  purchased  were 
made  in  Alberta  or  Alberta  trade  marked? 

A.  I  am  not  in  a  position  to  say  that. 

Q.  I  would  like  to  deal  for  a  minute  or  two  with  the  matter  of  deposits  in  your 
Treasury  Branches.  Again  I  refer  to  the  1942  Public  Accounts.  There  are  evi¬ 
dently  three  classifications,  A,  B  andC.  A  is  deposits  not  bearing  interest,  and 
at  the  end  of  March,  1942,  it  totalled  $2,320,596.50.  B  is  deposits  bearing  interest, 
$644,204.34,  and  C  is  Province  of  Alberta  revenue  and  deposit  accounts, 
$1,254,867.71.  That  is  a  total  of  $4,219,668.55.  Let’s  take  A — deposits  not  bearing 
interest.  Would  you  please  explain  the  source  of  these  deposits? 

A.  Those  are  made  by  individuals  and  concerns  in  current  or  checking  accounts. 

Q.  Would  not  some  of  those  deposits  be  legal  tender? 

A.  Yes. 

Q.  Have  you  any  idea  how  much? 

A.  That  would  be  hard  to  answer.  We  have  not  got  any  particular  record  of  that. 

Q.  Then  the  deposits  bearing  interest,  $644,000  odd.  Why  is  there  a  differentiation 
between  those  bearing  interest  and  those  not  bearing  interest? 

A.  In  savings  branch  accounts  withdrawal  privileges  are  restricted  and  they  are 
generally  left  on  deposit  for  a  certain  term,  and  interest  is  paid  on  a  certain 
balance. 

Q.  A  monthly  balance? 

A.  Well,  yes. 

Q.  B  is  savings  accounts  and  A  is  current  or  checking  accounts? 

A.  That  is  right. 

Q.  Province  of  Alberta  revenue  and  trust  deposit  accounts.  Do  you  pay  any 
interest  on  that  particular  item? 

A.  No. 

Q.  In  A,  $2,320,000,  is  any  of  that  deposits  from  the  Government? 

A.  No. 

Q.  All  the  Alberta  deposits  are  represented  in  C? 

A.  That  is  right. 

Q.  What  rate  of  interest  do  you  pay  on  B? 

A.  We  have  various  rates.  We  pay  on  demand  savings  deposits  1V2%  of  the  mini¬ 
mum  monthly  balance.  We  have  a  term  savings  deposit,  6  and  12  months,  which 
is  2%  and  2 %%  respectively,  and  have  trade  claim  savings  accounts  on  6  and  12 
months  terms  paying  2%  and  3%  respectively. 

Q.  I  see.  Now,  have  you  any  idea  of  the  total  number  of  depositors  in  the 
Treasury  Branches? 

A.  I  can  give  you  the  exact  amount  at  December  31st,  1942 — 136,946. 

Q.  I  pointed  out  to  you  that  of  the  $4,219,000  of  deposits,  $1,254,000  was  deposited  to 
the  credit  of  the  Provincial  Government.  In  addition  to  that  I  understand  that 
civil  servants  also  made  use  of  your  facilities  to  a  certain  extent.  Have  you  any 
idea  of  the  amount  of  deposits  on  an  average  that  would  be  made  by  them? 

A.  No. 

Q.  That  one  and  a  quarter  million  deposited  by  the  Province  in  relation  to  the 
total  deposits  represents  about  30%  of  the  total  deposits  in  your  department  as  of 
March  31,  1942.  If  you  work  it  out  you  will  find  it  is  29.97%.  If  you  add  to 
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that  business  derived  from  civil  servants,  would  it  be  correct  to  say  that  one- 
third  of  the  business  of  the  Treasury  Branches  comes  from  the  Province  of 
Alberta? 

A.  No,  absolutely  no. 

Q.  For  what  reason? 

A.  Because  it  does  not  represent  one-third  of  the  deposits. 

Q.  In  connection  with  deposits? 

A.  The  only  moneys  in  connection  with  the  Government  deposit  there  are  moneys 
coming  in  through  the  Treasury  Branches  and  they  are  transferred  periodically  to 
the  Provincial  Treasury.  It  might  be  up  today  and  down  tomorrow. 

Q.  As  at  March  31st,  1942,  29.9%  of  the  deposits  were  to  the  credit  of  the  Alberta 
Government? 

A.  Yes. 

Q.  I  notice  in  the  public  accounts  already  referred  to,  the  Provincial  Auditor’s  state¬ 
ment  points  out  that  loans  and  advances  include  loans  made  during  the  year  as  at 
March  31st,  1942,  also  overdrafts  on  depositors’  accounts  and  items  on  overdue 
bills.  With  reference  to  the  overdue  bills,  what  does  this  item  represent? 

A.  It  would  represent  notes  that  matured  and  were  not  arranged  for  on  the  date  of 
maturity. 

Q.  Have  you  any  idea  of  the  amount  involved  at  the  time  of  this  audit? 

A.  I  have  not  those  figures  before  me.  They  could  be  obtained. 

Q.  All  right.  If  it  were  possible  to  get  it  I  think  it  should  be  filed,  if  you  can  get 
those  figures.  I  would  also  like  to  get  the  total  amount  of  overdraft  at  the  same 
time. 

A.  March  31st,  1942? 

Q.  The  latest  figures  you  have  got. 

A.  I  can  give  you  December  31st,  1942. 

Q.  It  would  give  us  some  idea. 

A.  Overdrafts  on  December  31st  were  $75,056.50,  overdue  bills  $13,386.45. 

Q.  I  see.  Just  refresh  my  memory.  What  interest  rate  is  charged  on  overdrafts? 

A.  6%. 

Q.  What  about  overdue  bills? 

A.  The  same  rate,  6%. 

Q.  With  reference  to  these  published  accounts  again  I  note  the  cost  of  operating  the 
Treasury  Branches  for  the  year  ended  March  31st,  1942,  was  $450,804.67.  Does  that 
sum  include  the  full  cost  of  operating  the  branches? 

A.  Yes,  that  includes,  I  believe,  public  works  disbursements  and  everything  else. 

Q.  To  the  best  of  your  knowledge  that  includes  the  entire  cost  of  operating  the 
branches  for  that  particular  year? 

A.  Yes. 

Q.  Is  there  any  charge  made  to  your  department  for  the  services  rendered  by  the 
Provincial  Auditor’s  department  and  the  Attorney  General’s  department? 

A.  No,  there  is  not. 

Q.  I  presume  that  both  those  departments  do  render  considerable  service  to  your 
department. 

A.  I  would  say  they  do. 

Q.  Now  in  connection  with  buildings  and  furnishings  it  shows  $122,403.90.  Have 
any  provisions  been  made  for  depreciation  of  buildings  owned  by  the  Albeita 
Government  and  used  as  Treasury  Branches? 

A.  Buildings  and  furnishings  are  handled  by  the  Department  of  Public  Works. 

Q.  They  are  a  credit  in  the  balance  sheet  of  your  department.  You  know  nothing 
about  depreciation? 

A.  No. 

Q.  Does  your  department  pay  full  municipal  taxes  on  buildings  owned  by  the 
Government  and  used  as  Treasury  Branches? 

A.  You  would  have  to  refer  to  the  Department  of  Public  Works. 

Q.  You  don’t  know? 

A.  No. 

Q.  Is  the  volume  of  business  of  the  Treasury  Branches  increasing  each  year.' 

A  Substantially.  I  can  quote  figures,  for  the  total  deposits  covering  the  peiiod  since 
opening.  For  the  16  months  from  September  1st,  1938  to  December  31st,  1939,  the 
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deposits  during  that  period  were  $1,705,623,  and  for  the  calendar  year  1940  the 
total  deposits  were  $2,696,252;  for  1941,  $4,031,269,  and  for  1942,  $5,966,902. 
So  there  is  an  increase  since  inception  of  practically  $4,200,000. 

Q.  Do  you  expect  there  will  be  an  increase  for  the  fiscal  year  which  ends  tomorrow? 

A.  Over  the  end  of  December,  you  mean? 

Q.  For  the  fiscal  year  ending  March  31st,  1943,  compared  with  that  ended  March 
31st,  1942? 

A.  Decidedly. 

Q.  Having  regard  for  those  particular  facts  how  do  you  explain  that  in  1941  we  had 
a  deficit  of  $334,522  on  operations,  and  in  1942  it  was  $378,345,  and  I  think  that  it 
would  be  reasonable  to  assume  that  the  deficit  for  1943  will  be  at  least  the  same 
as  last  year.  How  do  you  explain  that,  having  regard  for  this  increasing  business 
that  the  cost  of  operating  these  branches  has  been  going  up?  In  other  words, 
the  more  business  you  do,  the  more  money  you  lose? 

A.  Various  factors  enter  in.  When  these  branches  first  opened  up  in  connection 
with  public  works  account  it  was  left  to  public  works  to  locate  those  buildings 
and  open  up  all  branches  and  furnish  them,  and  we  were  faced  with  the  issue 
of  changing  the  position  of  a  lot  of  those  branches.  Increased  salaries  have  a 
certain  bearing  on  it. 

Q.  What  would  those  increased  salaries  have  amounted  to?  Have  you  any  idea? 

A.  I  can  give  you  that.  Last  year,  for  example,  the  wartime  bonus  went  on  and 
made  a  difference  of  $21,000  or  $22,000  in  salaries. 

A.  It  has  been  commented  more  than  once  in  the  House  that  salaries  are  very  low, 
and  if  you  were  paying  ordinary  salaries  the  deficit  would  be  that  much  greater? 

A.  I  think  our  salaries  at  the  present  time  are  fairly  adequate.  I  am  prepared  to 
admit  that  in  the  initial  stages  of  the  programme  they  were  low,  but  they  have 
been  brought  up  considerably. 

Q.  Would  it  not  be  reasonable  to  expect  that  with  increased  business  and  having 
regard  for  the  fact  those  branches  have  now  been  running  for  4^  years,  5  years  in 
September - 

A.  Many  of  them  have  not. 

Q.  Having  regard  for  the  fact  that  the  Treasury  Branch  scheme  has  been  in  existence 
for  nearly  five  years,  don't  you  think  that  is  a  sufficient  time  to  say  organize  this 
particular  scheme  so  that  at  least  it  would  break  even? 

A.  There  is  another  explanation.  Up  to  1941  we  had  a  limited  source  of  revenue.  We 
started  to  make  loans  in  July,  1941,  and  have  had  about  a  year  and  a  half 
experience  with  loans. 

Q.  You  say  you  are  losing  money  on  the  loans.  How  can  you  use  that  as  an 
argument? 

A.  I  don’t  think  I  said  that. 

Q.  I  think  you  did.  At  the  rate  you  are  charging  for  interest  on  loans,  are  you 
making  money? 

A.  Not  on  our  operations  at  the  present  time. 

Q.  You  are  losing  money.  In  so  far  as  actual  loans  are  concerned  at  6%  are  you 
making  money? 

A.  Certainly  we  are. 

Q.  Suppose  you  gave  that  particular  service  at  cost,  do  you  know  what  the  rate 
would  be? 

A.  On  a  comparative  rate  with  deposits — it  could  be  obtained. 

Q.  At  6%  you  are  making  money  on  your  loans? 

A.  Yes. 

Q.  Because  you  said  that  in  estimating  this  rate  of  6%  you  took  into  consideration- 
the  administration  cost  of  those  loans? 

A.  Yes,  but  the  administrative  costs  of  the  programme  of  the  Treasury  Branches,  not 
only  of  the  loans. 

Q.  You  based  your  estimate  of  6%  on  not  actually  what  that  particular  service  costs, 
but  what  the  whole  scheme  costs? 

A.  As  far  as  administrative  costs,  yes. 

Q.  In  view  of  that  fact  the  question  I  asked  you  before — why  is  it  that  you  don’t 
charge  more  for  your  loans  in  order  to  break  even? 
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A.  I  think  that  is  up  to  the  committee  to  decide  whether  they  want  to  charge  more 
or  less. 

Q.  That  is  all  I  have  to  ask. 

CHAIRMAN:  There  will  be  a  five-minute  recess. 

Recess. 

CHAIRMAN:  The  Committee  will  please  come  to  order.  The  Honourable  Mr. 
Low  has  asked  for  the  privilege  of  questioning  Mr.  Olive. 

MR.  LOW.  Mi.  Olive,  I  would  like  to  start  at  the  loaning  end  of  the  business. 
But  before  I  do  there  are  two  questions  I  think  should  be  cleared  away  in  the 
minds  of  the  Committee.  Mr.  Davison,  on  the  whole,  did  an  excellent  job  with  his 
questions,  but  some  I  find  were  unfortunately  worded,  so  that  I  fear  you  tacitly  made 
admissions  that  might  not  be  just  correct.  1  refer  to  two  only  of  those. 

MR.  MAHAFFY:  I  trust  the  questioner  is  not  telling  the  witness  he  has  to 
change  his  evidence. 

MR.  LOW:  Have  you  ever  made  the  claim  or  has  anyone  in  your  hearing  who 
has  anything  to  do  with  this  set-up  ever  made  the  claim  that  the  Treasury  Branch 
system  was  discharging  all  of  the  functions  of  a  chartered  bank? 

MR.  OLIVE:  No,  I  have  not. 

Q.  Have  you  ever  considered  in  your  capacity  as  the  superintendent  of  che  system 
that  your  system  was  discharging  all  the  functions  of  a  chartered  bank? 

A.  No. 

Q.  Have  you  ever  considered  that  it  was  your  duty  to  act  as  a  financial  agent  to 
more  or  less  get  deposits  for  the  chartered  banks? 

A.  No,  I  have  not. 

Q.  That  arises  in  connection  with  the  question  as  to  why  there  is  such  a  large 
balance  of  our  funds  on  deposit  with  the  chartered  banks.  Those  arrangements 
were  entered  into,  it  is  true,  before  you  came  in,  but  I  can  get  at  the  answer  this 
way.  Would  it  be  practical  for  you  now  with  the  facilities  you  have  to  carry  all 
of  the  balance  that  would  be  necessary  to  meet  the  demands  of  the  depositors 
from  day  to  day? 

A.  Definitely  not. 

Q.  Why? 

A.  For  various  reasons.  There  is  the  insurance  cost.  Another  thing,  we  have  not 
adequate  facilities  for  handling  that  amount  of  money  and  we  would  be  losing 
interest  on  the  deposit. 

Q.  Is  it  necessary  to  carry  a  fairly  substantial  balance  in  cash  to  meet  the  with¬ 
drawal  demand  from  day  to  day? 

A.  Yes. 

Q.  Have  you  the  vault  facilities  to  safely  take  care  of  such  a  very  large  balance. 

A.  Not  to  the  extent  of  our  deposit  with  the  Imperial  Bank. 

Q.  Would  you  think  that  the  matter  of  carrying  this  balance  would  have  any  re¬ 
lationship  whatever  to  your  getting  clearing  house  facilities?  I  think  that  was 
mentioned. 

A.  No.  I  am  sure  the  clearing  house  facilities  are  agreed  to  by  the  Canadian 
Bankers’  Association. 

Q.  It  did  not  depend  on  your  giving  deposits  to  their  banks? 

A.  Not  that  I  know  of. 

Q.  Would  the  major  amount  on  deposit  with  the  chartered  banks  be  with  vhe 
Imperial  Bank? 

A.  That  would  be  the  major  portion. 

Q.  Are  there  other  items? 

A.  We  operate  a  bank  account  at  certain  branches.  We  deposit  with  the  local 
branch  bank  account  and  transfer  weekly. 

Q.  Would  that  represent  mainly  items  in  transit? 

A.  Yes. 

Q.  Coming  to  the  matter  of  loans.  How  many  feeder  associations  are  financed  now 
through  the  Treasury  Branches? 

A.  I  think  there  are  six  or  seven  this  year. 

Q.  Does  the  security  that  you  take  when  making  a  loan  to  a  feeder  association  cover 
the  live  stock  that  are  being  fed? 
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A.  Yes,  through  feeders’  agreements  with  the  association. 

Q.  Is  there  any  difference  between  the  agreement  you  have  with  the  association  and 
the  agreement  which  the  bank  has  with  the  association? 

A.  Not  that  I  am  aware  of. 

Q.  Are  they  both  covered  by  Government  guarantee? 

A.  As  far  as  I  know. 

Q.  Up  to  how  much? 

A.  25%. 

Q.  You  feel  that  you  are  adequately  secure  in  connection  with  these  advances? 

A.  Yes,  I  feel  we  are,  on  the  basis  of  their  operations  during  the  past  years,  and  I 
understand  there  have  not  been  any  carry  overs  or  losses  in  connection  with 
them.  They  are  well  managed  and  purchases  are  all  under  feeder  association 
stock  buyers  who  are  experienced  men  and  the  Department  of  Agriculture,  I 
understand,  also  periodically  inspect  the  stock. 

Q.  Have  you  ever  been  ordered  to  make  any  loan  to  any  person  or  any  business  or 
industry  by  anyone  in  authority  in  the  Government? 

A.  No. 

Q.  Has  anyone  in  the  Government  ever  attempted  to  interfere  with  you  or  vhe 
committee  in  the  matter  of  making  loans? 

A.  No. 

Q.  Are  the  members  of  the  Government  in  the  habit  of  interfering  in  any  way 
with  the  ordinary  operations  of  the  Treasury  Branch  system  so  far  as  adminis¬ 
tration  goes? 

A.  There  is  practically  no  interference. 

Q.  Practically  none? 

A.  There  has  been  none. 

Q.  We  want  that  clear? 

A.  There  has  been  no  question  of  any  since  the  time  I  took  over. 

Q.  There  is  this  matter  of  interest  charges - 

MR.  MAHAFFY:  Would  you  mind  having  the  witness  tell  us  who  comprises  the 

committee? 

MR.  LOW:  I  will  come  to  that.  In  addition  to  the  interest  charge,  you  testified  this 

morning  that  certain  charges  sometimes,  not  always,  are  made  for  searches.  Is  this 

also  common  to  the  operation  of  the  chartered  banks? 

A.  Absolutely. 

Q.  So  far  as  you  can  see  there  is  no  difference? 

A.  None  I  know  of. 

Q.  You  have  had  experience,  so  you  know? 

A.  Yes. 

Q.  You  mentioned  searches  of  titles  and  all  such  things.  Can  you  name  some  other 
items  for  which  charges  are  made  in  addition  to  the  ordinary  rate  of  interest? 

A.  Those  are  the  only  items  on  which  charges  are  made  where  we  have  occasion  to 
search  a  chattel  mortgage  or  the  Land  Titles  Office  for  an  abstract  of  title. 

Q.  Would  it  be  fair  for  anyone  to  conclude  that  those  charges  would  constitute  an 
increase  in  interest  rate? 

A.  It  is  so  small  it  would  not  make  a  fraction  of  percentage  of  difference. 

Q.  In  making  loans  to  individuals  or  corporations  or  feeder  associations,  etc.,  do 
you  make  a  practice  of  discounting  notes  at  the  time  of  making  loans? 

A.  They  are  all  interest  bearing  notes. 

Q.  Would  you  say  that  any  effort  has  been  made  since  you  came  into  your  position 
to  obtain  a  higher  rate  of  interest  than  the  maximum  of  6%  by  such  a  practice? 

A.  Absolutely  not. 

Q.  Have  you  ever  worked  with  institutions  where  that  was  a  practice? 

A.  Do  I  have  to  answer  that  question? 

Q.  Not  if  you  don’t  want  to.  The  loaning  committee,  what  is  this  committee? 

A.  The  present  loan  committee? 

Q.  Yes,  or  generally.  What  is  its  purpose? 

A.  To  scrutinize  all  applications  for  credit  for  branches  beyond  the  discretionary 
powers  of  the  superintendent  and  periodically  make  reports  to  the  Minister  on 
all  loans  whether  in  their  limit  or  the  superintendent’s. 
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Q.  What  is  the  personnel  of  the  present  committee? 

A.  The  chairman  (myself),  Mr.  H.  J.  Woodman,  secretary  of  the  Provincial  Treasury 
Department,  Mr.  R.  E.  Brown,  investment  manager  of  head  office  of  the  Treasury 
Branches. 

Q.  You  have  already  given  to  the  committee  your  qualifications  for  the  position  you 
hold,  and  therefore  I  need  not  question  you  on  that.  What  experience  has  Mr. 
Woodman  ever  had,  for  example? 

A.  I  understand  he  has  had  a  considerable  number  of  years  of  banking  experience, 
and  he  has  had,  I  am  sure,  a  very  wide  experience  in  his  present  position  as 
secretary  of  the  Treasury  Department,  where  he  is  analyzing  statements  and 
looking  after  the  affairs  of  the  Treasury  Department  which  must  be  heavy,  and 
I  understand  he  is  very  capable  of  handling  that  work.  I  have  found  him  to  be 
very  careful  and  good  at  analysis. 

Q.  How  about  Mr.  Brown?  When  did  he  come  into  the  service? 

A.  January,  1942.  He  was  transferred  from  the  Income  Tax  Branch,  where  I 
understand  he  was  accountant,  and  previous  to  that  he  was  with  the  Liquor  Board 
for  a  number  of  years,  and  he  has  had  approximately  15  years  of  banking 
experience. 

Q.  The  loan  committee  constitutes  a  group  of  three  men,  all  of  whom  have  had  in 
addition  to  wide  experience,  a  fairly  long  period  of  banking  experience? 

A.  I  would  say  that  is  right. 

Q.  Have  the  managers  over  the  Province  any  discriminatory  authority  for  granting 
loans  outside  of  the  limited  powers  in  granting  overdrafts? 

A.  Not  at  the  present  time. 

Q.  Why? 

A.  In  the  initial  steps  of  the  programme  we  thought  it  best  to  safeguard  the  funds  as 
much  as  possible  through  having  the  applications  presented  to  head  office  until 
such  time  as  we  can  place  confidence  in  the  managers. 

Q.  Might  that  naturally  follow  as  these  men  got  more  experience  and  prove  their 
ability  to  handle  them? 

A.  Yes,  we  have  it  under  consideration  at  the  present  time. 

Q.  Coming  to  the  maximum  rate  of  interest  charged  on  loans.  I  think  you  stated 
6%  was  the  maximum. 

A.  Yes. 

Q.  The  Treasury  Branches  started  making  loans  in  July,  1941.  Can  you  recall  what 
the  general  rate  of  interest  was  over  the  Province  from  the  chartered  banks  on 
ordinary  loans? 

A.  I  think  the  charge — it  varied  according  to  the  class  of  loan,  on  the  class  of  com¬ 
petition  in  the  particular  district  in  which  the  loan  was  made.  Certain  loans  ran 
as  high  as  7%  and  some  as  low  as  5%.  It  varied  from  5%  to  7%. 

Q.  Can  you  state  what  would  be  the  general  rate  that  would  correspond,  we  will 
say,  to  the  type  of  loan  in  the  Treasury  Branches  now  drawing  6%? 

A.  I  could  not  say  definitely. 

Q.  When  the  rate  of  interest  was  discussed  in  July,  1941,  I  recall  the  meetings  that 
were  held  and  I  suppose  you  can.  Was  there  any  thought  in  your  mind  and  the 
minds  of  those  who  discussed  the  whole  problem  of  assisting  in  lowering  the 
interest  rates  generally  over  the  Province  on  ordinary  borrowings? 

A.  No,  not  particularly.  As  I  recall  it,  our  main  topic  was  the  matter  of  setting  an 
interest  rate  whereby  within  a  reasonable  time  we  could  offset  the  cost  of 
operation. 

Q.  Let  me  ask  it  this  way.  Has  the  maximum  rate -of  6%  had  any  effect  on  ihe 
general  rates  in  the  Province  on  ordinary  loans? 

A.  I  know  one  thing— the  bank  rates  have  been  lowered  during  the  last  two  years 
on  all  types  of  loans.  I  could  not  say  whether  it  is  attributable  to  our  policy. 

Q.  There  has  been  a  decrease  in  interest  rates  on  general  borrowings? 

q’  What  was  the  rate,  do  you  recall,  charged  by  the  chartered  banks  to  the  feeder 
associations  before  we  started  to  finance  them  through  the  Treasury  Branches? 

A.  I  don’t  know. 

Q.  What  rate  of  interest  is  charged  now? 

A.  5%. 
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Q.  Do  you  know  whether  or  not  the  banks  are  charging  5%  on  such  loans  today? 

A.  I  don’t  know. 

Q.  Just  take  this  as  an  example.  Suppose  that  the  rate  of  interest  charged  by  the 
chartered  banks  to  the  feeder  associations  prior  to  1941  was  6%  and  we  know 
today  it  is  5%  so  far  as  we  are  concerned.  That  would  represent  what  saving? 

A.  One  per  cent. 

Q.  Do  you  know  how  much  money  in  the  aggregate  is  borrowed  by  the  feeder 
associations  in  the  Province,  approximately? 

A.  No,  I  don’t  know  whether  there  are  the  same  restrictions  on  all  feeder  associa¬ 
tions  or  not. 

Q.  They  are  all  the  same. 

A.  $1,700,000. 

Q.  Would  you  be  safe  in  saying  that  perhaps  more  than  one  million  dollars  is 
borrowed? 

A.  I  should  think  so. 

Q.  What  saving  would  be  represented  in  the  reduction  of  one  per  cent  to  the  feeder 
association  if  it  could  be  established  that  that  was  affected  through  the  Treasury 
Branches? 

A.  $10,000. 

Q.  Just  on  that  one  particular,  the  feeder  associations?  Is  there  a  cut-off  date  in 
the  affairs  of  all  of  those  feeder  associations  beyond  which  they  cannot  go  for 
any  particular  season’s  borrowings? 

A.  Yes. 

Q.  When  the  clean-up  date  has  arrived  and  the  affairs  are  wound  up,  does  that 
mean  that  the  members  of  the  association  could  not  go  on  with  their  operations 
from  that  date? 

A.  That  is  the  way  ours  are  run. 

Q.  Is  there  any  demand  made  by  the  members  of  the  feeder  associations  to  carry 
on  immediately  with  a  new  borrowing? 

A.  Not  that  I  know  of. 

Q.  They  wait  until  the  new  season.  Coming  to  the  question  of  overdue  bills.  I 
was  interested  in  the  answers  you  gave.  This  one  question  came  to  my  mind. 
Do  overdue  bills  necessarily  represent  unsatisfied  loans? 

A.  No.  Notes  are  drawn  in  a  lot  of  cases  on  term — perhaps  2,  3,  4  or  5  months. 
As  these  loans  mature  it  is  not  always  possible  to  have  our  customer  in  on  the 
due  date  to  renew,  ‘and  that  is  the  proper  logical  place  to  put  them  until  such 
time  as  they  can  be  called  in  to  arrange  renewal  or  payment  of  interest. 

Q.  They  would  represent  ordinary  transactions  waiting  for  approval? 

A.  Yes. 

Q.  What  is  the  present  total  of  the  deposits  in  the  Treasury  Branches? 

A.  December,  1942? 

Q.  I  would  like  the  very  latest  you  have. 

A.  I  just  have  December  31st,  1942. 

Q.  Are  those  civil  servants  obliged  to  deposit  their  whole  pay  check  at  the  Treasury 
Branches? 

A.  No. 

Q.  Is  there  any  pressure  put  on  the  civil  servants  that  you  know  of  to  force  them  to 
use  the  facilities  of  the  Treasury  Branches? 

A.  None  whatever. 

Q.  Do  you  recall  the  meetings  that  were  held  at  the  time  the  civil  servants  agreed 
to  take  25%  of  their  cheques  in  treasury  vouchers? 

A.  Yes. 

Q.  At  the  time  was  any  pressure  put  on  them  at  all? 

A.  Not  that  I  am  aware  of. 

Q.  Has  it  ever  been  made  conditional  in  your  set-up — has  employment  in  the 
Treasury  Branch  ever  been  made  conditional  upon  the  person  showing  his 
willingness  to  accept  his  portion  of  the  treasury  vouchers? 

A.  No. 

Q.  I  think  perhaps  that  will  be  all  for  the  present.  I  would  like,  however,  in  order 
to  establish  my  point  in  connecton  with  the  feeder  associations  and  the  general 
lowering  of  interest  rates  in  this  Province,  to  call  someone  from  the  Department 
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of  Agriculture  who  is  familiar  with  this.  Is  Mr.  Campbell  in  town?  I  think  it 
is  rather  important  to  establish  those  interest  rates.  I  would  like  to  call  Mr. 
Percival  and  get  whatever  information  he  has  at  this  moment. 

MR.  MANNING:  I  have  no  objection  to  this,  but  I  doubt  whether  it  is  just  fair 
to  Mr.  Percival  to  be  questioned  only  by  Mr.  Low  without  giving  an  equal  oppor¬ 
tunity  to  others.  We  have  not  very  much  time. 

MR.  LOW:  They  had  their  hour.  They  could  call  anyone  they  wanted. 

MR.  MAHAFFY:  That  is  a  silly  statement  for  the  Minister  to  make.  The  pro¬ 
cedure  was  set  that  we  were  to  call  Mr.  Olive,  Mr.  Percival  and  Mr.  Huckvale. 

MR.  LOW:  I  state  with  all  the  vehemence  at  my  command  that  if  any  honourable 
member  in  this  Committee  had  stopped  and  asked  permission  to  call  someone  for  a 
few  questions  we  would  have  said  yes. 

CHAIRMAN:  I  will  have  to  leave  it  to  the  pleasure  of  the  Committee  now.  Is  it 
the  pleasure  of  the  Committe  that  the  Honourable  Minister  should  have  the  privilege 
of  questioning  Mr.  Percival  to  clear  up  a  certain  point? 

COMMITTEE:  Agreed. 

(Chairman  administers  oath  to  Mr.  Percival.) 

MR.  LOW:  Mr.  Percival,  you  have  heard  the  evidence  as  given  this  far,  and  I 
don’t  need  to  go  into  any  preliminaries.  Can  you  recall  what  the  interest  was 
charged  by  the  chartered  banks  to  the  feeder  associations  prior  to,  let  us  say,  the 
time  we  started  financing  the  first  one? 

MR.  PERCIVAL:  6%. 

Q.  What  is  the  rate  of  interest  now  charged  by  the  chartered  banks  on  these 
contracts? 

A.  5%. 

Q.  Would  it  be  safe  to  say  that  feeder  association  borrowings  aggregate  more  than 
one  million  dollars  in  this  Province  in  a  year? 

A.  Yes,  that  would  be  a  safe  estimate. 

CHAIRMAN:  If  any  of  the  opposition  want  a  couple  of  minutes  now  to  question 
Mr.  Percival,  I  will  grant  them  that  privilege. 

MR.  MAHAFFY:  Mr.  Percival,  I  suppose  you  follow  rather  carefully  the  general 
interest  rate  situation  in  Canada? 

A.  I  have  occasion  to  follow  that. 

Q.  What  has  been  the  general  trend  during  the  past  few  years  with  respect  to  bank 
loan  interest  rates? 

A.  Interest  rates  in  general  have  been  downward  throughout  Canada. 

Q.  There  is  no  question  about  that? 

A.  Not  in  my  opinion. 

Q.  That  is  all.  Thank  you. 

CHAIRMAN:  Any  further  questions?  Thank  you,  Mr.  Percival.  Mr.  Olive  will  , 
again  take  the  stand. 

MR.  MANNING:  Could  you  give  the  Committee  the  approximate  amount  of 
earnings  from  the  moneys  on  deposit  in  the  Imperial  Bank  of  Canada? 

A.  It  fluctuates  each  year,  and  I  could  not  give  you  the  exact  figures. 

Q.  Not  even  an  approximate  figure? 

A.  No. 

Q.  If  these  moneys  were  kept  on  deposit  in  the  Treasury  Branch  would  there  be 
any  financial  return  to  the  branches  as  a  result? 

A.  No,  not  at  present. 

Q.  Are  the  Treasury  Branches  ahead  financially  by  virtue  of  the  fact  those  moneys 
are  on  deposit  there  and  drawing  interest? 

A.  Yes. 

Q.  Financially,  it  is  advisable  for  us  to  keep  that  money  on  deposit  there? 

A.  Yes. 

Q.  From  your  experience  in  the  banking  business,  could  you  tell  the  Committee  what 
is  the  usual  experience  of  a  bank  in  opening  a  new  br anch  ?  Does  the  bank 
expect  to  sustain  a  loss  in  operation  in  the  early  stages  when  a  new  branch  is 

opened? 
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A.  I  have  no  authentic  information,  but  it  is  generally  conceded,  I  know  by  the 
Royal  Bank,  that  they  do  not  expect  the  branch  bank  to  show  a  profit  for  at 
least  five  to  seven  years.  Of  course,  it  varied  under  the  circumstances.  Some 
did,  but  the  majority  I  don’t  think  did.  Especially  the  country  branches. 

Q.  In  that  respect  they  do  not  differ  materially  from  the  experience  of  the  Treasury 
Branches? 

A.  That  is  correct. 

Q.  Have  the  Treasury  Branches  any  funds  to  loan  other  than  the  money  of  the 
depositors? 

A.  No. 

Q.  Do  they  differ  from  a  bank  in  that  respect? 

A.  Yes. 

Q.  If  the  Treasury  Branch  had  the  right  to  create  new  credit  for  loans  would  its 
position  be  advantageous  as  compared  to  being  limited  to  loan  only  depositors’ 
money? 

A.  It  would  be  materially  so. 

Q.  Taking  into  account  interest  rates,  service  charges  and  various  services  rendered 
by  the  branches,  in  your  opinion  how  do  those  service  rates  and  charges,  etc.,  com¬ 
pare  with  that  which  is  rendered  to  the  public  by  the  banks? 

A.  Very  favourably  in  all  branches.  As  far  as  interest  rates,  operating  charges  or 
exchange  charges. 

Q.  Would  you  say  the  condition  is  better  or  only  comparable? 

A.  I  would  say  it  is  better. 

Q.  In  your  statements  of  the  costs  of  operation  and  earnings  of  the  Treasury 
Banches,  is  there  anything  to  show  in  those  statements  the  benefits  accruing  to 
the  Province  as  a  whole? 

A.  No. 

Q.  All  your  statement  shows  is  the  actual  expenditure  and  actual  earning  of  the 
branches  themselves? 

A.  That  is  right. 

Q.  You  have  no  record  of  the  indirect  benefits  that  may  accrue  as  a  result  to  the 
Province  generally? 

A.  No. 

Q.  Would  it  be  correct  to  say  that  a  review  of  the  mere  expenditures  and  revenues 
of  the  branches  themselves  does  not  portray  the  complete  picture  as  far  as  the 
benefits  of  the  Interim  Programme  are  concerned? 

A.  No,  they  don’t. 

Q.  Reference  has  been  made  this  morning  to  the  consumers’  bonus.  In  your 
opinion,  is  this  properly  a  part  of  the  administrative  costs  of  the  branch? 

A.  I  would  say  definitely  not.  It  is  payable  under  The  Treasury  Branches  Act,  but 
has  nothing  whatever  to  do  with  the  cost  of  administration.  We  are  adminis¬ 
tering  it,  but  as  far  as  the  actual  cost  of  administration  is  concerned,  it  has 
nothing  whatsoever  to  do  with  it.  As  far  as  it  being  instrumental  in  administra¬ 
tion  costs,  there  is  no  connection  at  all. 

Q.  If  the  consumer  bonus  were  not  considered  in  connection  with  the  costs  of  the 
branches,  would  the  picture  be  materially  changed? 

A.  Yes,  particularly  so.  I  will  give  you  some  figures  here.  As  at  the  end  of 
December.  For  the  first  three  years,  the  first  period  of  16  months  from  September 
1st,  1938,  to  December  31st,  1939,  $69,927.39  was  charged  to  general  revenue.  The 
calendar  year  1940,  $108,373.58  was  charged  under  my  estimates.  There  was  a 
portion  also  in  1941  up  to  the  time  they  discontinued  charging  to  the  general 
revenue  account. 

Q.  Is  all  consumers’  bonus  paid  to  people  of  this  Province? 

A.  As  far  as  I  know. 

Q.  The  contingent  liability  shown  on  your  books  as  a  result  of  the  consumers’ 
bonus,  would  it  be  correct  to  say  that  has  therefore  been  an  asset  to  the  people 
themselves?  You  said  the  bonus  has  been  paid  to  the  people  of  this  Province. 
It  shows  in  your  books  as  a  contingent  liability.  They  have  received  a  corres¬ 
ponding  benefit? 

A.  Absolutely. 

Q.  It  could  not  be  considered  a  loan? 
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A.  Not  to  the  public. 

Q.  Reference  was  made  to  merchants  chiselling  in  regard  to  Alberta  trade-marked 
goods.  You  have  agreements  with  the  merchants  of  the  Province? 

A.  Yes. 

Q.  How  many  merchants  have  entered  into  that? 

A.  At  December  31st  we  had  5,989  accounts,  846  wholesalers  and  manufacturers. 

MR.  MAHAFFY:  I  would  like  to  find  out  if  these  accounts  are  included  in  the 
36,946  depositors? 

MR.  MANNING:  Have  those  merchants  all  accounts  in  the  Treasury  Branches? 
MR.  OLIVE:  Those  are  included. 

MR.  MANNING:  What  I  was  speaking  of  was  the  agreement  between  the  merchant 
and  the  Treasury  Branches,  not  the  account.  Under  the  terms  of  this  agreement  are 
those  merchants  entitled  to  a  certain  amount  of  cash  conversion  on  the  trade  claims 
they  deposit? 

A.  Yes. 

Q.  Are  they  entitled  to  cash  conversion  for  trade  claims  they  deposit  they  have 
received  for  the  sale  of  Alberta  trade-marked  goods? 

A.  No. 

Q.  If  the  merchant  certified  that - 

(NOTE:  For  the  next  few  lines,  there  was  some  noise  and  I  didn’t  get  it  down 
well — about  five  lines. — H.N.) 

MR.  MANNING:  That  would  have  the  effect  of  curbing  that  chiselling? 

MR.  ANSLEY:  When  you  were  referring  to  the  time  the  rates  of  interest  was 
decided,  you  were  setting  a  rate  of  interest  which,  would  you  say,  would  help  to 
cover  some  of  your  administrative  costs? 

A.  That  is  right. 

Q.  You  realized  that  it  would  not  be  fair  to  set  an  interest  rate  to  cover  all  the  cost 
in  the  present  stage  of  the  Treasury  Branches? 

A.  Yes,  because  we  have  certain  originating  costs  that  would  not  recur,  and  naturally 
as  time  goes  by  the  administration  costs  should  grow  less,  especially  in  connection 
with  buildings  and  various  maintenance  costs. 

Q.  Would  you  say  that  also  the  committee  in  making  that  decision  had  a  desire  to 
bring  about  a  lowering  of  interest  rates  in  the  Province,  that  it  was  one  factor  it 
had  in  mind? 

A.  I  think  so.  Also  to  offset  the  cost  of  administration. 

MR.  FALLOW:  The  question  was  asked,  or  it  was  stated  that  the  salaries  we  are 
paying  our  Treasury  Branch  employees  were  very  low.  Could  you  say  how  they 
compare  with  the  staff  of  banking  institutions?  I  am  not  including  the  $100,000 
executive.  I  mean  the  rank  and  file  of  your  employees. 

A.  I  would  say  they  compare  very  favourably  at  the  present  time  outside  of  possibly 
the  city  branch  managers.  I  would  say  the  country  managers  are  paid  on  a 
comparable  basis. 

Q.  Other  than  and  down  to  the  draftsman? 

A.  I  think  our  junior  help  are  paid  better  than  those  in  banks. 

MR.  HOOKE:  In  replying  to  a  question  asked  by  Mr.  Davison,  I  think  Mr.  Olive 
stated  that  the  total  deposits  were  roughly  four  million  dollars,  of  which  approxi¬ 
mately  $13,000  represented  overdrafts.  Would  you  say,  Mr.  Olive,  that  the  $13,000 
overdraft  compared  with  a  total  of  four  million  deposit  is  very  low? 

A.  $75,000.  I  would  say  it  is  low.  We  have  certain  authorized  credits. 

Q.  That  same  situation  would  arise  in  the  course  of  ordinary  banking  procedure, 
would  it  not? 

A.  Absolutely. 

CHAIRMAN:  Are  there  any  further  questions  for  Mr.  Olive? 

MR.  MAHAFFY:  I  have  some.  Mr.  Olive,  you  make  quite  a  few  loans  on  the 
security  of  chattel  mortgages,  I  believe? 

A.  Yes. 

Q.  Are  those  farm  loans  or  other  than  farm  loans? 

A.  We  call  them  productive  loans.  They  are  mostly  restricted  to  food  for  live  stock 
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and  in  fact  that  is  one  of  our  regulations  that  loans  to  primary  producers  are 
restricted  to  live  stock  loans. 

Q.  Do  you  have  any  loans  repaid  on  the  monthly  payment  plan? 

A.  Yes,  we  have  a  number. 

Q.  Quite  a  few? 

A.  Yes. 

Q.  In  the  case  of  a  loan  of  $100  I  suppose  the  average  rate  of  interest  on  this  would 
be  6%? 

A.  Yes. 

Q.  And  the  loan  is  made  for  a  year.  When  that  loan  is  paid  monthly  what  is  the 
amount  collected  in  interest  over  a  period  of  a  year? 

A.  We  charge  straight  interest  on  the  remaining  balance. 

Q.  You  compute  the  interest  monthly? 

A.  No.  The  majority  of  those  are  by  way  of  demand  loans  and  the  client  is  given 
credit  as  each  payment  comes  in  and  interest  is  deducted,  and  interest  is  not 
charged  on  that  portion  he  pays. 

Q.  So  you  make  collections  monthly  in  the  final  result? 

A.  Yes. 

Q.  Do  you  adopt  the  principle  of  charging  a  flat  rate  of  $6.00  on  a  loan  for  a  year 
in  that  case? 

A.  No. 

Q.  In  answer  to  a  question  of  Mr.  Manning,  you  mentioned  you  were  in  a  different 
position  than  chartered  banks  with  respect  to  making  loans.  You  said  you  could 
only  loan  out  money  on  deposit  with  you? 

A.  Yes. 

Q.  From  your  knowledge  of  the  Banking  Act  of  Canada,  supposing  you  were  a 
chartered  bank  under  your  present  set-up  what  additional  loans  could  you  make. 
You  are  familiar  with  the  Bank  Act? 

A.  To  a  certain  extent,  I  have  not  studied  it  recently.  I  understand  the  banks  are 
permitted  to  expand  on  deposits. 

Q.  That  is  what  you  are  doing? 

A.  We  are  not  expanding. 

Q.  You  know  the  restrictions  contained  in  the  Bank  Act  with  respect  to  paid-up 
capital  and  securities  on  deposit  with  the  Bank  of  Canada,  etc.  What  additional 
loans — I  assume  you  are  familiar  with  that? 

A.  To  a  certain  extent,  but  I  would  not  like  to  say. 

Q.  You  are  not  prepared  to  say  what  additional  loans  you  could  make  if  you  were 
incorporated  as  a  chartered  bank? 

A.  Other  than  expansion  of  credit,  I  would  say  they  have  no  other  methods  in 
which  they  could  loan. 

Q.  Here  is  what  I  am  getting  at.  If  you  don't  want  to  answer  this,  all  right.  What 
I  am  getting  at  is  you  have  your  present  Treasury  Branch  set-up.  Assuming  that 
that  was  immediately  converted  into  a  chartered  bank  operating  under  the  Bank 
Act  of  Canada  (which  you  would  have  to  do,  of  course),  with  the  restrictions  you> 
and  I  know  are  contained  in  the  Bank  Act,  what  additional  loans  could  you 
make  other  than  those  you  are  making  now. 

A.  I  am  not  prepared  to  state  at  the  present  time. 

Q.  So  in  answering  the  Hon.  Mr.  Manning,  really  you  are  not  in  a  position  to  say 
what  you  could  do,  if  anything? 

A.  That  is  right. 

Q.  Now,  Mr.  Olive,  with  respect  to  the  trade  claims,  I  believe  you  have  some  under¬ 
standing  or  arrangements  with  manufacturers  about  converting  those  into  cash? 

A.  Yes,  under  their  agreement  they  have  a  portion  of  the  deposit  convertible. 

Q.  What  portion? 

A.  The  cost  of  the  raw  materials  imported  into  the  Province. 

Q.  Roughly,  about  80% ? 

A.  Not  in  connection  with  manufacturers.  About  sixty  or  sixty-five  per  cent. 

Q.  In  the  case  of  wholesales,  what  is  the  usual  percentage? 

A.  Theirs  are  higher  because  their  imports  are  greater. 

Q.  What  would  it  be? 

A.  Eighty  to  eighty-five  per  cent. 
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Q.  So,  would  this  be  fair  to  say,  that  where  a  depositor  pays  a  retail  account  in 
trade  claims,  the  minute  the  retailer  turns  that  trade  claim  over  to  the  whole¬ 
saler  the  trade  claim  has  to  be  converted  to  the  extent  of  80  or  85%  in  cash? 

A.  It  could  be. 

Q.  That  is  usual? 

A.  Yes,  it  is. 

Q.  If  a  merchant  turns  his  trade  claims  over  to  an  Alberta  manufacturer,  ordinarily 
there  is  an  immediate  conversion  of  trade  claims  to  cash  to  the  extent  of  60  to  65%. 

A.  Yes. 

Q.  And  those  trade  claims  immediately  stop  circulating  as  such? 

A.  That  is  right. 

Q.  Now,  can  you  give  us  some  idea  of  the  amount  of  trade  claims  that  circulate  more 
than  the  extent  we  have  just  mentioned? 

A.  To  a  greater  extent? 

Q.  Yes. 

A.  It  would  be  hard  to  answer,  too,  because  individuals  are  making  payments  of  the 
trade  claims  back  and  forth. 

Q.  Would  it  be  fair  to  say,  in  view  of  what  we  have  been  discussing,  that  by  and 
large  the  situation  is  this — you  tell  me  if  I  am  not  putting  this  fairly — by  and 
large  the  trade  claims  going  to  a  retailer  and  from  either  to  a  wholesaler  or 
manufacturer  are  immediately  converted  to  the  extent  of  the  percentages  men¬ 
tioned  in  cash? 

A.  That  is  right.  They  are  converted  into  cash  if  the  manufacturer  wishes  them  to  be. 

Q.  Would  it  also  be  fair  to  say  this,  that  the  balance  in  the  hands  of  the  wholesaler 
or  manufacturer,  the  balance  not  converted  into  cash,  generally  finds  it  way  back 
into  the  hands  of  the  Government  in  payment  of  Government  obligations? 

A.  To  a  certain  extent. 

Q.  To  what  extent?  Have  you  any  idea?  Do  wholesalers  and  manufacturers  main¬ 
tain  any  substantial  balance  of  trade  claims  in  the  Treasury  Branches? 

A.  Various  ones  do. 

Q.  To  what  extent  are  those  balances  maintained,  taken  over  a  period  of  a  year? 

A.  They  probably  run  up  to — it  is  pretty  hard  to  give — I  would  say  four  or  five 
concerns  would  carry  up  to  an  average  of  $90,000  or  $100,000. 

Q.  Each  or  total? 

A.  Total. 

Q.  Is  it  your  experience  that  those  trade  claims  are  used  by  those  concerns  to  pay 
Alberta  Government  obligations? 

A.  They  do  issue  them  for  that  purpose. 

Q.  Would  it  also  be  fair  to  say  that  to  that  extent  those  trade  claims  are  also 
converted  into  cash? 

A.  Yes,  it  would. 

Q.  That  is  all. 

MR.  ANSLEY:  On  this  last  point,  if  the  Government  has  received  trade  claims  as 

just  mentioned,  are  there  cases  where  the  Government  pay  out  some  payments  with 

trade  claims  such  as  road  grants,  etc.? 

A.  Yes. 

Q.  If  I  buy  some  trade-marked  goods  at  a  store  and  pay  for  them  with  vouchers 
under  your  agreement  with  the  merchant  from  whom  I  purchased,  how  much  of 
that  do  you  convert  to  cash? 

A.  We  don’t  convert  any. 

Q.  He  gets  no  cash  to  replace  those  goods? 

A.  That  is  right. 

Q.  He  pays  the  wholesaler  or  manufacturer  with  vouchers.  If  he  replaces  those 
with  the  wholesaler,  how  much  cash  do  you  give  the  wholesaler  on  that  trans¬ 
action? 

A.  We  don’t  give  the  wholesaler  any  conversion. 

Q.  He  gets  no  cash  to  replace  those  goods  from  the  manufacturer? 

A.  No,  not  under  his  agreement. 

Q.  You  have  mentioned  there  is  a  general  percentage  you  will  convert  to  cash  for 
manufacturers,  have  you  not? 

A.  Yes. 
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Q.  With  regard  to  trade-marked  goods  at  least  the  conversion  is  very,  very  small? 
A.  Yes,  comparatively  small. 

Q.  Thank  you. 

MR.  MacLACHLAN:  The  Government  themselves,  Mr.  Olive,  handle  certain  lines 
of  goods,  do  they,  such  as  books? 

A.  I  understand  so,  yes. 

Q.  Is  it  possible  to  purchase  those  books  with  the  non-negotiable  certificates? 

A.  Not  outside  the  Province. 

MR.  HARTLEY:  There  is  no  such  thing  as  a  non-negotiable  certificate,  is  there? 
CHAIRMAN:  Proceed. 

MR.  MacLACHLAN:  Well,  a  trade  claim.  Would  it  be  possible  then  for  a  man 
who  was  in  business  in  book  selling  to  get  those  trade  claims  and  purchase  books 
being  sold  by  the  Provincial  Government  with  them? 

A.  Yes,  I  understand  that  is  possible. 

Q.  And  then  sell  the  books  for  cash? 

A.  Either  way. 

Q.  So  that  indirectly  he  would  be  transferring  his  trade  claims  into  cash? 

MR.  TELLIER:  Is  it  true  that  if  I  deposit  $2,000  with  the  country  sub-agent,  the 
sub-agent  receives  $10.00  for  looking  after  my  deposit? 

A.  Yes,  that  is  correct. 

MR.  ANSLEY:  Is  there  a  limit  on  the  total  deposits  received  by  an  agent  during 
the  month  as  to  how  much  of  that  he  receives  half  of  one  per  cent  on? 

A.  There  are  restrictions  there. 

MR.  FALLOW:  I  move  we  adjourn  until  10  o’clock  Thursday  morning. 

MR.  TOMYN:  I  second  the  motion. 

CHAIRMAN:  We  will  take  a  standing  vote — 17  to  11.  I  declare  the  motion 
carried. 

Adjourned. 


FRIDAY,  MARCH  26th,  1943 

The  Speaker  took  the  chair  at  3  o’clock. 

Dr.  Robinson,  Chairman  of  the  Standing  Committee  on  Public  Accounts,  pre¬ 
sented  the  followng  report: 

The  Standing  Committee  on  Public  Accounts  begs  to  report  as  follows: 

The  Standing  Committee  on  Public  Accounts  has  had  under  consideration  the 
subject  of  Treasury  Branches,  and  begs  to  submit  a  progress  report  on  this  subject. 

The  Committee  recommends  that  the  evidence  in  regard  to  Treasury  Branches 
and  any  other  subject  which  may  be  later  brought  before  the  Committee  be  printed. 

Ordered,  That  the  report  be  received  and  concurred  in. 
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